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REPORT OF THE COMPTROLLER OF THE CUR- 
RENCY. 


Elsewhere we have given a considerable portion of the Comp- 
troller’s valuable and interesting report. When the office was cre- 
ated, Hugh McCulloch was appointed Comptroller, who administered 
it with eminent success. The two reports presented by him fur- 
nished good models for the successive ones, which, with but few 
exceptions, have been replete with information and valuable rec- 
ommendations. We speak thus heartily of these documents, because 
within a few months we have carefully examined all of them. 
They contain, beside all that has been mentioned, a great deal of 
valuable history—indeed, a good history of the National banks 
could be quite easily prepared from this source of knowledge. 

Perhaps the most noteworthy feature in the present report re- 
lates to the providing of a future bank currency for the country. 
Under the existing system, of course, the bank circulation is fated 
if the National debt is paid. The reduction has been going on, 
and will quite likely continue until nothing is left. This has been 
so clearly evident for several years that several plans have been 
suggested providing for a substitute. The Comptroller’s plan has re- 
ceived very general consideration, as it ought, coming from a per- 
son so well qualified to speak, and fortified with so much sound 
reasoning. From time to time other plans have appeared in the 
pages of our Magazine. But the more we meditage upon the sub- 
ject and study into the needs of the people and the course of our 
monetary circulation, the less occasion there seems to be for pro- 
viding a substitute at all in the event of a reduction of the Na- 
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tional bank circulation. The reasons for this opinion may be briefly 
stated. While admitting that the country ought to be amply sup- 
plied with a circulating medium, it is more and more clearly seen 
that bills of exchange and bank checks are becoming potent in- 
strumentalities for the payment of debts. If the diminution of 
bank circulation also meant the diminution of bank deposits, which, 
of course, furnish the basis for bank checks, then, indeed, might we 
look with disquietude on any diminution of the bank circulation; 
but the truth is, as statistics clearly show, notwithstanding the re- 
duction in bank circulation—caused by the payment of the Na- 
tional bonds, and in some cases by the withdrawal of circulation 
through the belief that more money can be made by selling the 
basis of it and loaning the proceeds—bank deposits are constantly 
increasing. So long as this is the case, we need not be in the 
least troubled by any reduction of the National bank circulation. 
Of course the statement is constantly made that the reduction of 
the money of a country of whatever kind it may consist implies a 
reduction of bank deposits. This deduction was stated in the re- 
port of the Silver Commission a few years ago, and has been stated 
over and over again; but we repeat that, notwithstanding the re- 
duction of National bank notes, bank deposits have increased. 
Now, how has this happened? It would seem to be an impossi- 
bility, but the explanation is really very simple. It is this: bank de- 
posits have increased in consequence of the multiplying of banks. 
The same dollar circulates more rapidly and performs a larger func- 
tion than it did before. This is the whole story. As we showed 
last month, there has been a diminution in the paper currency of 
Great Britain since 1844, and while the supply of gold has very 
considerably increased, the bank deposits have increased in a_ very 
much larger proportion, and the reason is simply because banks 
have multiplied, and people deposit more frequently and carry less 
money in their pockets, making payments to a greater extent, than 
they did previously, through bank checks. This is a wonderful 
economy in the use of money, and with progress in this direction 
the need for money diminishes. 

Comptroller Knox showed only a few years ago that ninety-six 
per cent. of all payments were made in bank checks, leaving only 
four per cent. of money payments. This cannot be reduced below 
the four per cent. remaining, but it is often asserted that as popu- 
lation increases and business expands, a larger amount of money is 
necessary to transact the business. This depends on the use made 
of bank checks and bills of exchange. If the banks multiply suf- 
ficiently, and tfugh them the additional use for money is ful- 
filled by the use of checks, no suffering will ensue, even if not 
another dollar is added to our monetary circulation. | 

Further, these banks are increasing in every direction, with obvious 
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advantage to the people. There are hundreds and thousands of 
villages in which thev might be created and serve a useful purpose. 
A vast amount of money which now circulates among the people 
and reaches the banks but slowly, if at all, would go into them, and, 
if what we said in the beginning is true, would have the same effect 
in increasing the paying power of the circulation as the creation of 
more currency. 

These thoughts, though briefly expressed, are worthy of attention, 
for we are confident that the more they are considered, the deeper 
will the truth appear to be contained in them. Moreover, we think 
it will be more than ever apparent that, after all, it is quite un- 
necessary for us to concern ourselves much about increasing the 
circulating medium of the country, that we shall get on quite well 
with what we have, and that no alarm or disquietude need be felt 
over the reduction of National bank notes now going on. As for 
the bank circulation, two opinions exist among National bankers. 
The banks in the larger places care but little for their circulation, 
while those in the smaller places deem the note profits essential 
in order to obtain a reasonable return on their capital. On the other 
hand, it must be remembered that any form of bank circulation 
guaranteed by the State or issued by State authority, is in some 
degree unpopular. No scheme for providing such a circulation is 
likely to meet with cordial approval. This is clearly enough seen 
by the banks themselves, and is the one strong reason which rec 
onciles them to the continued tax on their circulation. This ques 
tion is by no means settled, and we are likely to hear much about 
it in the future; in the meantime, let the suggestions or hints above 
noted be pondered by those who have the deepest interest in the 
matter. 





* 
» 
9 


The appropriations for the next fiscal year, which are estimated 
and asked for by the Treasury Department, exceed by $15,678,154 
the Treasury estimates, and by $50,826,710 the actual Congressional 
appropriations for the current fiscal year. The principal cause of 
the increase is the great appropriations asked for the navy. But 
the Secretary of the Navy himself admits that $75,000,000 expended 
within recent years for naval construction and repairs, have been 
substantially thrown away, and that there is no hope for any change 
for the better in the future, without a complete reconstruction of 
the Navy Department itself. It would have seemed to be the part 
of wisdom to defer asking for larger appropriations, until this re- 
construction is actually accomplished, and in a manner which will 
command public confidence. Until it is so accomplished, appropri. 
ations, instead of being increased, should be diminished. 
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THE REPORT OF THE SECRETARY OF THE 
TREASURY. 


We regret that the report of the Secretary did not appear in 
season for us to make some use of it in our last issue. First of 
all, let us note that it is quite in the line of its predecessors. It is 
cheerful to note the conservatism which has marked the course of 
the Administration of the Treasury for many years. Changes in 
politics seem to be frequent. Men are elected for a few months 
or for a few years at the longest. Cabinet positions are rarely 
held except for a short period, and yet, with all the changes con- 
stantly going on of this nature, the course of the Treasury in 
particular has been singularly uniform and conservative. For ex- 
ample, when the war closed Mr. McCulloch was at the head of 
the Treasury department, and very soon announced his determina- 
tion to do whatever was in his power to restore specie payments. 
He remained in office during President Johnson’s term. During 
the next eight years four men were in the Treasury department, 
and while one officer served through President Hayes’ term, yet 
during the next four years four men presided over that depart- 
ment. Nevertheless, the policy announced by Mr. McCulloch was 
never changed, but was kept clearly in sight until resumption was 
brought about, and which has been maintained with the same de- 
termination as marked the conduct of those who sought to accom- 
plish this end. This remark is equally true of many other matters 
of importance. The course of the Treasury department has been 
conservative, and has been quite uniform, whatever changes may 
have occurred elsewhere. 

The recommendation of Mr. Manning on the silver question is 
another example. It is quite in harmony with what has been said 
by his predecessors. All of them clearly saw the danger of the ex- 
isting policy, and prophesied the evil consequences that would en- 
sue. All were equally strenuous in demanding its cessation. Mr. 
Manning, therefore, has reinforced what they have said, but he 
has made a far more powerful plea, because the danger is more 
apparent and the need of guarding against it more generally rec- 
ognized. 

His recommendations, too, on the tariff and other matters are 
also of a conservative character, and are at once a proof of the 
wisdom of his predecessors, and the sure indication of his conserva- 
tism and regard for the best interests of the country. Looked at 
in this light, the Treasury report is a hopeful! document, and _ in- 
dicative of stability amid change, of thoughtfulness amid thought- 
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lessness, of a true regard for whatever is best amid other forces 
and influences which are operative only for the moment. The re- 
port clearly shows that the Secretary realizes his position, and is 
determined to exercise, as his predecessors have done, his power for 
the welfare of all. 

Perhaps the most hopeless and despairing feature of his report 
is, that, like those of his predecessors, Congress will probably pay 
but little regard or attention to his recommendations, whatever 
they may be. Judging from the conduct of Congress for more than 
fifty years, it would seem to be about the most thankless business in 
the world for the heads of the departments to make recommenda- 
tions of any kind. The newspapers speculate on the nature of 
these recommendations, what they are likely to be, their importance, 
and when they appear, they are discussed for a day or two, and 
that is the end of them. Here and there a word of praise or 
condemnation is heard, and then these recommendations, whether 
good or bad, pass away and are heard of no more. When our 
Government was first put on its legs, the recommendations of the 
President or heads of departments were regarded just as the 
recommendations of the ministry of other governments, but this 
state of things has long since passed away. Jefferson was the last 
president, excepting Jackson, whose opinions and recommendations 
have had much weight in moulding the legislation of Congress. 
It is a most remarkable fact what little weight these recommenda- 
tions for many years have had; nevertheless, they serve a good 
purpose; they give a kind of tone to the Government; they do 
something in the way of setting or changing the current of popu- 
lar sentiment, and it is also fitting to say that in most cases the 
recommendations are wise, sustained with sound reasoning, and, 
therefore, improving in their effect on the people. In this re- 
spect the recommendations have a value and are worth continu- 
ing, but it is to be regretted that our legislators do not seek to 
embody more of them in their legislation. Certainly, if this were 
done, the legislation of Congress would be colored more brightly 
with reformatory and helpful measures than it is now. Whether 
Mr. Manning’s recommendations will receive greater attention than 
those of his predecessors will soon be known. It is to be hoped 
that they will. As previously remarked concerning Comptroller 
Cannon’s report, this document and those issued annually by the 
heads. of the departments are really valuable, and we regard it as 
a hopeful sign that the newspapers print them so fully, and that 
the people are seeking to read and study them more carefully than 
they did formerly. 
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COIN AS CURRENCY. 


The currency question which, apparently, was better understood 
fifty years since than at present, has been prominently placed before 
our people by the President, who fully recognizes its importance, 
and the necessity for an early settlement of some points in regard 
to which there is very great diversity of opinion among the most 
intelligent and experienced bankers and men of business, as well as 
among those who give us theories, without experience. 

We may properly place first, the question whether it is or is not 
possible to secure the use of the right quantity of the right kind 
of notes, which act as mere small change in our transactions which 
are mainly effected by other forms of currency, and dispense with 
coin entirely, except for sums so small that paper would cost most. 

Gold and silver coins are only an expensive form of currency, 
which, as Mr. Webster said in one of his speeches, more than fifty 
years since, consists of all those things with which we effect our 
commercial transactions. 

It does not appear by our experience in this country under the 
old United States bank system, and especially in New England, 
under the Suffolk bank system, voluntarily established sixty years 
since by some of our wisest business men, that specie is necessary 
as currency, or even as the basis or foundation of the currency. 
All experience shows that a /rue currency is founded upon and 
represents the commodities to which it is the title, as the deed is 
to real estate, and we transfer our right to the property by its use. 

The banker does not lend money, but merchandise, which con- 
stitutes his capital, and that of his depositors. If he issues notes, 
they are practically certificates of deposit, showing how much he 
owes the public at large who carry the notes, or keep them in 
circulation, and lose the interest which he gains, and which should 
be equitably divided by payment into the public Treasury of a 
certain portion, to be determined by the ruling rate of interest on 
loans. 

Beyond this, there should be no interference with his business 
by the Government, any more than with that of the manufacturer 
who creates, and the merchant who sells precisely the same commod- 
ities which he lends, and can continue to lend without issuing any 
notes. While it can be shown that the business of the country 
can be transacted without the use of bank notes, and that private 
as well as banker’s checks can be made for small as well as large 
sums, as in England, it is not designed to dispense with their 
presence here, or to limit the amount issued by legislation. 
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On the contrary, the Government should prepare the notes as at 
present, and entrust them for circulation to such bankers, as our 
agents, as can deposit the required security for prompt par re- 
demption, or convertibility, so that not only the people at large, 
but all government officers could use them with perfect safety in 
place of coin. And the terms should be so adjusted that the 
banker would always be able to meet the demand, which would 
depend upon the volume of our transactions, and not upon legisla- 
tive or executive action. Then, if the notes were required, they 
would make their appearance. Now, if we ask for small notes, 
which we want, we are offered a degraded, changeable piece of silver 
which we do not want. We ask for bread, and we are offered a 
stone! of that, more hereafter in connection with the threatening 
aspect of the question between labor and capital, which depends 
upon the settlement of the silver question. What all nations need, 
and can easily have, is a sufficient, but never redundant, bank-note 
currency, better, because cheaper, than coin and more convenient 


and convertible, without charge, into that which is equal to gold: 


all over the world. 

But before that desirable result can be reached, we must aban- 
don the idea that there can be two money standards, and agree 
that it shall be gold only. There are sufficient reasons why it 
should be gold, and not silver, and there is a single one which 
ought to satisfy all persons that there cannot be two standards of 
value, for legislation has no power over value. We can, by legisla- 
tion, compel a person to accept less, or pay more, than has been 
promised. We have done both, and the Supreme Court and some 
other people say it is all right. We complain of repudiation in 
Virginia, while standing as a whole nation upon the brink of a 
change of our money standard from one hundred down to eighty! 
The constitution wisely forbids legislation by individual States, tend- 
ing to impair the validity of contracts. We condemn sin on a 
small scale, but think it respectable for the nation. Individual 
murder is punishable, but war and murder by wholesale is glorious! 
Let us reform and be honest, by declaring that there shall be no 
more discussion about a double standard, but all contracts shall 
mean gold or its equivalent. 

The effect’ would soon be shown in the disposition of those who 
have capital to loan, but do not dare to take the risk of being 
defrauded by the offer of payment in silver hereafter. The enter- 
prises, which would require long time and large means for comple- 
tion, are not attractive, as they should be, and the laborers are 
thrown back upon other employments, and we have complaints of 
overproduction, which will increase rather than diminish, and cause 
much distress and disorder, unless we are wise and make a change. 
The President is fully alive as to the dangers, and will use all 
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his influence in the right direction. But the question is beset with 
difficulty, as it is not the silver men alone, or those interested in 
its production, with whom we have to contend, but all who are 
debtors, or borrowers; and naturally feel that it will be easier to 
pay eighty than one hundred. They make their influence felt in 
Congress, while the lenders and the laborers suffer and are power- 
less. The West and the South owe the East, and our bankers, 
who act for themselves and their constituents abroad, are de- 
nounced as selfish and unprincipled, while they really ask nothing 
but justice, fair dealing and common honesty. 

It is, of course, quite impossible to predict what will occur, for, 
while history repeats itself and principles remain unchanged, con- 
ditions may be varied and the most unexpected may happen. The 
probabilities are, that there will be a degradation of our money 
standard, an inflation of prices, a fraudulent payment of debts, an 
era of wild speculation, and, after sufficient punishment, a return to 
the only safe standard, and a consequent increase in all our indebt- 
edness, as there was under the acts of 1869 and 1875, and plenty 
of failures, as in the crisis of 1873. 

Whether by that time we shall have learned wisdom, and taken 
steps to prevent the recurrence of such disastrous storms as have 
heretofore overtaken us, I do not undertake to say. But I am cer- 
tain that, until we have agreed, as a nation, that there shall be but 
one standard of value (which ought to be international), and that 
this shall never be changed without express provision for existing 
obligations, there will be no peace or prosperity for this country 
such as, by its position and resources, it deserves. 

Let us be wise in season, and show to other nations an example 
which they can safely follow forever. 


DAVID WILDER. 





The British National debt, although nominally stationary, has in- 
creased one-third in its real burden by the increase in the pur- 
chasing power of money within the past ten or twelve years. 
During the high prices which prevailed during the first twenty 
years after the great gold discoveries, the British people could have 
extinguished at least one-half of it, without being conscious of any 
extra burden of taxation. They have now come to evil days, when 
it will require all their endurance to pay the taxes necessary to 
prevent their debt from becoming still greater. Mr. Gladstone, as 
a financier, will be as odious to the coming generation of Eng- 
lishmen, as he has been the favorite of the past generation. 
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WESTERN FARM LOANS. 


There is no subject that more properly engages public atten- 
tion to-day than the business depression prevailing throughout this 
country, its causes, and possible remedies. 

Mr. Woodward, in his very readable article on “Investments” in 
the BANKER’S MAGAZINE for November, has ably presented his view of 
the many-sided subject, but it is quite possible that this gentleman 
has not grasped the whole truth of the matter. And we are sur- 
prised that a person so intelligently observant, and who has evi- 
dently given so much thought to his subject, should for any reason 
be opposed to a form of investment which might be made to be 
largely remedial in its effect upon the times. 

It would be impossible to compute in just what degree it may 
have contributed to the present financial situation, that for many 
years emigration has been steadily flowing westward, while the bulk 
of capital has been left behind. The average man goes West to 
seek his fortune—rarely does he carry one with him. And much 
of the little sum with which he may have started out is necessarily 
soon turned back to the older country, in return for the scanty 
furniture that makes the frontier cabin habitable, the barbed wire 
that fences the homestead, and the agricultural implements for its 
cultivation. Everything, except the bare necessities of life, he must 
have from the East, with the expense of the long freightage added 
to the first cost. And the result is, that while the West is grow- 
ing rich with marvelous rapidity, the proportion of wealth fer capita 
is very small. 

And while the manufacturers of New England are groaning under 
their burden of unsold goods, and capitalists are crying for invest- 
ments that will pay them more than four per cent., from the West 
rolls back a counter cry: “We want money, that we may culti- 
vate more land, employ more labor, buy more live stock, raise 
more wheat, improve our homes and supply more comforts for our 
families. Lend us money,” it cries to the rich old East, “that we 
may seize upon the opportunities this grand country is continually 
holding out to us. Then will we buy your woolens and cottons, 
the boots and shoes, and ail the things we need, but now are 
forced to do without, for lack of ready money to pay for them; 
and for the use of your capital we will divide our profits with 
you; we will give you ten, or even twelve per cent,” 

It is then that the financier, who thinks he knows all about in- 
vestments, rises and gives vent to his feelings: 

“It is impossible. The purchaser of Government bonds, at present 
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rates, realizes on his investment from 2.9 to 3.25 only; and in any 
nation, and among any people, the Government rate of interest be- 
comes the standard. You could possibly afford to pay a trifle more 
—we admit that capital finds a more ready employment in that 
section, and hence is slightly more valuable; but when it is rep- 
resented that ten or twelve per cent. can be given upon first-class 
investments, the statement is a mere fiction.” 

With respect to these loans upon Western farm property, Mr. 
Woodward himself suggests that most Eastern people in dealing 
with them, work at arm’s length, as it were, upon information 
taken at second hand. His article is proof that he has labored 
under this disadvantage in writing upon the subject. 

As the times are, I should say that ten or twelve per cent. are 
rather better figures than are generally promised investors upon 
these securities. Eight per cent. is the more common rate; not 
because the Western farmers cannot nor do not pay more, but be- 
cause the agents who negotiate the loans, and guarantee the pay- 
ments, who practically relieve the investor of every responsibility 
in the business, not having, as a class, come West for health, 
generally expect a fairly liberal commission for their services, which 
cuts down the interest to be paid the investor to just that extent. 
If, however, one should be promised ten or twelve, or even fifteen 
per cent., by any vresponszble agent, there could be no question in 
the mind of any person that really knows the West, and what it 
is worth, but that just that rate would be paid. 

I have emphasized the phrase “responsible agent,” for as the 
article on “ Investments” admits, therein lies the gist of all the 
troubles that have roused this wholesale denunciation of Western 
farm loans. 

It would seem that there is no business more commonly capti- 
vating to the young man who has taken the immortal Greeley’s 
advice, than dabbling in securities of this description. Dazzled by 
the high interest rates prevailing, and remembering the Eastern 
friends benightedly contenting themselves with three or four per 
cent. investments, he at once conceives a scheme for their mutual 
benefit. He hears of people offering two per cent. a month for 
money. What could be better all around than to give the Eastern 
friends twelve per cent. for their funds, while he, as agent, might 
pocket no less as commissions? The college curriculum of the 
tyro investment banker included little applying to practical farming ; 
he is no judge at all of the comparative value of farm lands; 
while most likely he locates in Denver, or some attractive com- 
mercial center, where his opportunities for agricultural enlightenment 
are as small as well could be. All the same, real estate security 
is what investors demand, and gilt-edged real estate security he 
confidently promises, all unwittingly that the first ungodly granger 
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may “play him for a tenderfoot” to his ultimate shame and ruin. 
This in case he is a fool: but occasionally it happens that he is 
a rascal. In either event the result is likely to be the same. 
Money is lost, and there rises a howl against the West from the 
smarting East. 

And men may be found to trust their money to such agents as 
these; persons of no financial responsibility, who do not assume 
to guarantee the payment of loans they place, and whose guaranty 
would have no value if they did. It would seem that there are 
those whose greed may so control their judgment that, with the in- 
stinct of gamblers, they will blindly rush into any enterprise that 
promises large returns—encounter any risk for the sake of possible 
gain. We feel justified in saying that more than half the losses 
that occur through these investments on Western farms—indeed we 
believe that almost all—may be directly charged to the lack of or- 
dinary business prudence on the part of the investors themselves. 
Nothing could be more manifestly unjust than to condemn a 
whole class of investments, because of the unfortunate gullibility 
of some fools or the manipulations of a few rascals. 

The person who proposes to place his money on a Western farm 
‘should first of all inform himself where are the lands of growing 
value, where emigration tends preferably to settle, and improvements 
are progressing most rapidly. It would be well, then, that he should 
find where the local laws, varying in the different States and Ter- 
ritories, seem most to favor the investor. Thus, in Nebraska, a 
year must elapse after default of payment, and an expense incurred 
of about one hundred dollars before property may be taken under 


a trust deed, while in Colorado a failure of one interest payment. 


allows the property to be seized at once and advertized for sale, 
which of course renders the latter the safer field for investment. 

The loan agent should preferably be chosen who is located in 
some good farming center, and the smaller the town the better, 
that he may not only be assumed to know the lands around him 
well, but also to have a familiar acquaintance with the men who 
come to borrow, their sobriety, honesty, and general reliability. In 
no case should the business be conducted through any bank or in- 
dividual whose financial responsibility cannot be readily discovered ; 
and the investor has a right to expect that the bank, or other 
agent, should practically relieve him of all anxiety by themselves 
guaranteeing the payment of every dollar of both principal and in- 
terest of all loans placed by them. All right-meaning agents are 
quite willing to do this; a refusal would imply a most damaging 
doubt of the securities they have to offer. 

It is needless to remark that no rate of interest should blind a 
person to the importance of having ample security for his money ; 
and, as a rule, upon farms, no more should be loaned than one- 
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third of the value of the lands, exclusive of the buildings; not 
alone that the lender should be fully indemnified in the event of 
foreclosure—for a well-placed mortgage is never foreclosed !—but 
that the borrower may not be allowed to hamper himself with 
more debt than he could reasonably be expected to carry success- 
fully, and that he may have every incentive to pay the loan and 
redeem his property. 

Before consenting to the investment, the signed and sworn ap- 
plication for the loan should be seen and carefully considered. It 
is usually a printed form, filled out by the applicant, giving the lo- 
cation of the land, the quality of the soil, the number of acres 
broken and under ditch, the source and quantity of water for irri- 
gation (assuming that the locality has insufficient rainfall), the im- 
provements in the way of houses, barns, fences, etc., the purpose 
for which the money is wanted, assessed value of land in the 
same locality, and all other details which may be needful for a com- 
plete understanding of the security offered. It is generally found 
that a large part of the joan is to go directly to enhance the value 
of the security by putting up more substantial buildings, breaking 
more land, planting trees, or the like. 

The loan accepted, the investor should see that he receives all 
the final papers, and that they are without flaw. There should be 
the principal note, with interest coupons attached; the trust deed; 
insurance upon the buildings, assigned, in case of loss, to the lender; 
and a complete abstract of the property, showing the title to be 
perfect. With his agent’s guarantee he is doubly secured, and while 
to that extent he profits by that person’s prosperity, he is abso- 
lutely independent of any financial storm that might overtake him. 
Let the bank become insolvent, or the investment agency go com- 
pleteiy awreck, the papers of the loan are all in the investor’s own 
hands, all made out in his own name, and he has only to go on 
clipping off his coupons as they mature, serenely confident that any 
bank can accomplish the collections for him. Armed with such 
securities, he has an investment as absolutely ironclad as any may 
be, and whatever interest may be promised him, just that he is 
bound to receive. 

It may not be unprofitable to consider somewhat the opportuni- 
ties for investment open to the Western farmer. The value of money, 
like any other commodity, depends upon the profit that may be 
gotten out of it; thus, the man who knows how he may make 
thirty per cent. on a given capital can afford to pay more for the 
use of the money than he who sees no way to get more than five 
per cent. out of it. It is generally conceded that the West offers 
more profitable openings for capital than the East, but just how 
profitable is but little understood. We do not propose to point to 
the exceptional great fortunes, and argue in a general way what 
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may be done; we will rather glance about among the workingmen 
we are meeting every day, the men who are largely dependent upon 
borrowed capital, and see what they are doing. 

The raising of cattle, sheep, and grain, are the leading industries 
west of the Missouri. In the farming section with which I am 
most familiar, it is generally reckoned that the cost of producing 
a bushel of wheat is sixty cents. The market price of wheat at 
the present writing (November) is seventy-five cents per bushel, a 
gain of twenty-five per cent. already, while many of our farmers 
are holding for higher figures. There has been no question in the 
minds of these farmers but that they could afford to borrow a 
large part of the capital to raise this wheat, and still another large 
amount to enable them to hold it, paying twelve and fifteen per 
cent. interest, generally discounted, and nobody anticipates a finan- 
cial panic upon the maturing of these notes. It was not long since 
that one of my good neighbors bought a few thousand sheep. He 
picked them up at a bargain, and the first year’s wool clip paid 
him a trifle over fifty per cent. upon his investment, while the cost 
of keeping was more than covered by the increase. Another for- 
tunate individual came to Colorado about five years ago, from a 
small Massachusetts town, bringing with him a little capital of 
about fifteen hundred dollars. He hired a mountain ranch and 
put his money into cattle, working slowly, buying a cow here and 
a heifer there, as he found them for sale cheap. In the five years 
there have been few months when his bank has not been holding 
his notes for a greater or less amount at fifteen or eighteen per 
cent. interest; yet to-day that man owns a homestead of 160 acres 
which he has taken from the Government, with good house, barns, 
and corrals; he has bought the first rented ranch; and his herd 
of cattle is worth about $6,000. These are simple, every-day in- 
stances of Western life; what grit, good sense, and hard work are 
continually accomplishing. 

Giving the subject a broader view, the Colorado census, for 1885, 
just completed, places the value of farm property in the State at 
$ 33,181,863; while the farm productions, for 1884, are $7,386,322. 
It should be remembered that the estimated value of the farms 
represents but a comparatively small investment of capital. Most 
of the lands have been taken from the Government at little or no 
expense, while each farm has enhanced in value as much, if not 
more, from the settling and improving of the neighboring lands, as 
from what may have been actually expended upon itself. Thus, a 
profit of something over twenty-two per cent. has been realized 
upon a considerable sum, for which, strictly speaking, the farmers 
have never put up any equivalent, either in capital or labor. Given 
these figures, any school-boy could reckon that, if the entire farm 
property of Colorado had been mortgaged to one-third its assessed 
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valuation, in 1884, to furnish working capital and forward improve- 
ments, the farmers could have managed, very comfortably, to pay 
ten or twelve per cent. for the use of the money. 

In the years of our experience as a bank in a small Colorado 
town, our dealings with this class of men have amounted to many 
millions of dollars. Never have our regular rates of discount been 
less than fifteen per cent., while we have placed few loans upon 
farms so low as ten per cent. Yet never have we lost a dollar 
of our own or money entrusted to us for investment, and never 
have we been forced to foreclose a mortgage. This is but the 
ordinary experience of bankers in the agricultural communities of 
the West. 

I believe that there is not to-day a better class of men with 
whom to have business dealings than these Western farmers—none 
more generally honest and reliable. The rich opportunities of the 
country tend to tempt them often into undertaking more business 
than their capital would seem to legitimately warrant. It is a 
habit of the country to carry a load of debt that to an Eastern 
mind appears appalling; but this is rendered excusable by the ac- 
.companying condition—the habit of paying these debts. 

We have considered the subject quite from the investor’s stand- 
point. On the farmer’s side, we might be glad to see them sup- 
plied with all the money for which they could offer good security, 
at as low rates as prevail in the East, as inevitably will come with 
time. But that day will not arrive until by their own progress and 
accumulation they have made themselves as rich as the older coun- 
try, unless meanwhile, by some miracle, the East generally should 
so awake to the rich field open to it, as to kill the bird now 
producing the golden egg, by making their money a drug in our 
markets. This contingency is not imminent. Nothing is more 
timorously conservative than capital; and Eastern financiers, grown 
accustomed to the small returns on their legitimate home invest- 
ments, are incredulous of the large promises held out to them by 
the great new country beyond their ken. It is suggestive of the 
feast of the parable, to which those that were bidden, to their 
eternal loss and shame, began with one accord to make excuse. 

FRANK HALE STICKNEY. 
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FINANCIAL FACTS AND OPINIONS. 


The Annual Report (November 30) of the Utica Board of Trade 
gives a doleful account of the prostration of the cheese markets, 
in 1885, as compared with 1884 and previous years. The average 
price per pound realized in the sales at Utica during 1885, was 
7 cents and 9% mills, said to be “the lowest on record.” The 
amount of the sales was $1,531,150, which is $457,379 less than in 
1884, although the number of boxes sold was 5,775 greater. At 
Little Falls, the sales in 1885 were 208,067 boxes for $990,606, as 
compared with 226,196 boxes sold for $1,407,391 in 1884. The pres- 
ent depression of general agricultural prices has not been exceeded 
for many years, but does not reach the low point of 1824, when, 
in many cases, the spectacle was witnessed of wheat left unhar- 
vested in the Western States, because it could not be sold for the 
cost of reaping and threshing it. The difficulty then was, that for- 
eign markets were low and unremunerative, and that no sufficient 
markets at home had been created, by protecting and fostering 
manufactures and mining. Now, although foreign markets are more 
open to us than they were then, the prices they offer are low and 
still falling, but we have a home market great enough to save us 
the extremity of distress which was witnessed sixty years ago. This 
home market, which is our surest and best reliance, can be made 
still greater by a further extension and diversification of our indus- 
tries. The object of American statesmanship should always be, not 
the expansion of a treacherous and deceptive foreign trade, but the 
cultivation of home trade and exchanges, by producing, ourselves, 
more and more of the objects of consumption. 





There is under discussion, in Paris, a proposition to repeal the 
octroc duties which fall upon consumption, and yield an annual 
revenue of 120,000,000 francs, and to substitute for them, taxes upon 
either the capital value, or income, of real estate. This has caused 
inquiries into the value and rentals of lands and building. A re- 
port recently made to the Municipal Council, of Paris, estimates 
the rentals of buildings at 750,000,000 francs, or $150,000,000, and 
the capital value of vacant lots, at 2,000,000,000 francs, or $400,- 
000,000. The rentals of London, a much larger city than Paris, are 
valued, for assessing income taxes, at $125,000,000, but are com- 
monly believed to be actually $150,000,000. Upon a comparison of 
the two cities, an estimate of $150,000,000 for the Paris rentals 
would seem to be too large. Possibly, the estimate may have been 
designedly swollen, for the purpose of showing how well able the real 
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estate of Paris is to bear the burden of city expenditures, but the 
transfer of that burden, from consumption to the stoulders of 
property holders, {is not a thing likely to be done, until there is a 
change in the political influences which are dominant in the French 
capital. 





The income of British lands, as officially fixed for purposes of 
taxation, has declined, within five years, £ 5,000,000, which is equal 
to a loss of £150,000,000, or $750,000,000, in their capital value, 
reckoning the actual British rate of interest at 3% per cent. The 
London L£conomzst thinks that this official rating of the fall in 
rentals is “somewhat near the mark.” There are other authorities 
which make the fall much greater. Statements are made that the 
rents obtainable are now 30 per cent. lower than they were five 
years ago, and that agricultural estates cannot be sold for more 
than half as much as they would have commanded ten years ago. 
If things are not yet quite so bad as these last statements would 
make them appear, all the indications are that they soon will be. . 
When the wheat imported into Great Britain fell to prices which 
made the old rents impossible to be paid upon land devoted to 
the production of that cereal, British farmers were encouraged to 
believe that they might still pay their former rents by dairy prod- 
ucts and by raising animals for the butcher; but foreign and colonial 
competition in meats, butter, and cheese has become so severe as 
to put an end to that hope. 





A city paper (the 7rzbune, of Nov. 23) says that “the level of prices is 
now lower than it was a year ago.” There is no doubt that this is 
true; that the recent slight improvement has been merely a reaction 
from the much lower range of prices touched during last summer; and 
that there has been no improvement, but, in fact, a further fall, as 
compared with the end of 1884. In Europe, also, prices have con- 
tinued to decline during the present year, but without the summer 
reaction which was experienced here. A probable explanation of 
that difference may be, that the depression here at the worst point 
in the summer may have been more extreme than it was on the 
other side of the Atlantic. 





The London £conomzst admits an editorial article, probably con- 
tributed by some amateur writer, in which the extraordinary state- 
ment is made that “the use of silver is larger in arts and manu- 
facture than that of gold.” The approved authorities make it only 
about one-half as large. The Director of our Mint, in his report 
of four years ago, estimates the consumption of gold in the arts 
at not less than $75,000,000, and that of silver at $35,000,000, the 
estimates as to silver being, however, undoubtedly too low. If the 
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consumption of silver was as great as that of gold, what was left 
for coinage would barely supply the material for the 28 million 
silver dollars struck at our mints. 





All the parties to the Latin Union Treaty, except Belgium, signed, 


in November, an extension of it for five years, from January I, 1886. 


After that date it can be terminated at the will of any one of the 
parties, by giving one year’s notice, but if not terminated in that 
way, it continues indefinitely. The principal change introduced into 
the extended treaty is a provision, that whenever the treaty does 
come to an end, there shall be a Clearing-house liquidation between 
the different governments, in respect to the silver in their respect- 
ive treasuries. Each government is to be then holden to redeem 
its own silver coins, in either the silver coin of the governments 
asking a redemption, or in gold, but this redemption is to be 
spread over a term of five years, with an allowance of interest for 
the second, third, and fourth years, at the rate of one per cent. 
per annum, and for the fifth year at the rate of 1% per cent. 
Switzerland reserves the right to withdraw from the Union at the 
end of one year. 

The coinage of silver is to remain suspended, as it has been 
since 1876, but with the new proviso, that either party may coin 
without limit, if it will agree that the redemption of silver, as be- 
ween its government and the governments of the other countries, 
shall begin immediately, instead of being deferred till the termina- 
tion of the Treaty. 

In respect to subsidiary silver coins, no increase of them is ar- 
ranged for, except that for special reasons Switzerland is allowed 
twelve hundred thousand francs of additional subsidiary coins, and 
that France and Italy are allowed to re-coin some old silver coins, not 
of the present standards and denominations, into subsidiary coins 
of the present styles. 

The London Lconomzst describes the extended Treaty by saying 
that “broadly speaking, it may be said to leave the signatory Pow- 
ers pretty much in their present position in regard to the use of 
silver.” This is a sufficiently correct description of the Treaty so 
far as the present use of silver is concerned. We have no infor- 
mation as to how much significance should be attached to the new 
provision, that any of the countries may recommence the unlimited 
coinage of silver, subject to a redemption of it in gold, not gener- 
ally and at home, but so far as the silver may become the prop- 
erty of the public treasuries of the other countries of the Union. 

The difficulty between France and Belgium about the extension of 
the Latin Union Treaty was adjusted at the beginning of December. 
The compromise arrived at was, that at the expiration of the ex- 
tended treaty, Belgium should be required to redeem only half of 
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the balances of its silver then held by the other Powers, leaving the 
other half to be used for the most it might be worth in the mar- 
ket. Italy held off for several days from agreeing to accord this 
favor to Belgium, but finally gave in, and the extension of the 
treaty for five years was thereupon signed by all the old parties 
to it. 

A city paper (the TZzmes) says of the recently-continued Latin 
Union, that it “is, in effect, the adoption of the plan of a single 
standard of gold for all exchanges beyond a limited amount, within 
which they may be made in silver.” The 7Zzmes has certainly been 
misled in making this statement, The silver coins of the Latin 
Union, except the subsidiary coins which are below the standard of 
nine-tenths fine, remain as they always were, a legal tender for all 
sums and for all debts, public and private, upon an equality with 
gold, and no suggestion of any change in that particular was made 
by any of the parties to the extended treaty. 





The report of the new Treasurer of the United States recom- 
mends innumerable changes in the coinage, currency, and other 
financial laws, very few, if any, of which are likely to be adopted. 
His proposal to suppress the issue of certificates for gold, silver, 
and greenbacks deposited in the Treasury is said to be very gener- 
ally condemned in Congress. His proposal to repeal the law giving 
to holders of subsidiary coins the right to have them redeemed in 
lawful money, violates sound principles, and is contrary to the prec- 
edents in every European country which issues such coins. All the 
moneys in circulation should have a parity of value, so as to be 
interchangeable in the market without discounts. The smallest piece 
of money should be as good money as a $10,000 gold certificate. 
Subsidiary silver coins, being below standard weight and of only a 
limited tender capacity, ought to be kept at an actual parity with 
other money by being received without limit for all Government 
taxes, as is practiced in Europe, or by being redeemed in full-tender 
lawful money, as they are now in this country. In one of those 
modes, or in some equally efficient mode, it should be made absolutely 
certain that the money, received as the wages of labor, shall not be 
subjected to shaving and brokerage, when used by laborers to pay 
off mortgages on their houses, or any other debts which they may 
owe. Solong as subsidiary coins do not enjoy the full-tender power 
they must be made practically equal to the moneys which do enjoy 
that power, by an unlimited receipt of them for all Government 
taxes, or by their unlimited redemption in lawful money. These 
plain principles of justice and good policy are now established in 
our legislation, and ought to be inflexibly adhered .to. 
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During Séptember, October and November, of 1885, the export of 
gold from Great Britain to Germany amounted to £2,156,000, as 
compared with £ 71,000 during the corresponding months of 1884. 
The Bank of Germany was the principal receiver of this gold, but 
as its total coin reserve increased during the same time £ 1,653,000, 
the gold imported from England must have been an addition to 
its metallic reserve, and not a substitution for the silver part of it. 
The London L£conomist is of the opinion that the German Bank is 
strengthening itself, from a fear of the consequences of the war be- 
tween the Balkan States. 

The Vienna correspondence in the London Lconomzst of December 
5, says that a combination has been formed between the _ bimetal- 
lists and the agricultural interests of Germany, and that a commit- 
tee of the “ Association of German Landlords and Farmers” has 
resolved to circulate petitions in favor of the double standard. The 
correspondence adds— 

Already one of the most influential societies, the Agricultural As- 
sociation for Pomerania, has presented a memorial to Prince Bis- 
marck which asks for the introduction of an international standard, 
even without England. 

There are amusing cases of differences of opinion. Thus, a city 
paper, the Evening Post, of December 8, which is in full sympathy 
with the antagonism of the Administration to the silver dollar, says 
of the annual report of Secretary Manning: 

The joiner who prepared the eighteen pages on monometallism and 
bimetallism, or, as he calls it, “ Metallism—Mono and Bi,” is acrank. A 
more dreary and baffling and unnecessary disquisition was never put in 
print. The terminology is painful, and in places exasperating, and the 
reasoning laboriously intricate and obscure. 

Per contra, at a meeting (December 10) of the New York Cham- 
ber of Commerce, a memorial to Congress was adopted in respect 
to the silver dollar coinage, in which it is said that “the dangers 
are clearly and justly set forth in the message of the President and 
in the report of the Secretary of the Treasury.” 





United States Treasurer Jordan recommends that the sinking fund 
be rednced to 1 per cent. of the debt, without adding to it the in- 
terest on the accumulations already in the fund. This, he says, 
would reduce the fund for the next fiscal year to $15,000,000. In 
our opinion the first duty of Congress is to see if it has any 
power to compel the Treasury Department to pay any attention to 
the present sinking-fund law. It is idle either to enact or amend 
sinking-fund laws, if they are to be totally ignored and disregarded 
by executive officers. 





The Agricultural Bureau Report for last December gives 33 cents 
as the average price of corn in the States which produce it, as com- 
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pared with 36 cents in December, 1884, and as compared with 42.6 
cents in December of the ten years prior to 1885. In some States 
where there has been an increase in stock-feeding, the price of corn 
in last December, as compared with the previous December, shows 
an advance, as in Kansas, where the advance was from 22 to 24 
cents; in Iowa, where the advance was from 23 to 24 cents; and in 
Nebraska, where the advance was from 18 to 19 cents. 


Mr. A. S. Hewitt is reported to have stated, and apparently with 
approval, that it has been an established principle with the British 
House of Commons to insist upon a reduction of taxes, if they 
were estimated as likely to produce more than one million sterling 
in excess of the actual expenditures of the Government. Such a 
principle contemplated, of course, that the National debt Should 
remain undiminished, and with no attempt to make it any smaller. 
It was undoubtedly the favorite principle of Mr. Gladstone, who 
has influenced British ideas of finance since 1850 more largely than 
any other man. These ideas received a rude shock two or three 
years ago, when the paying off of the United States debt was in 
full progress. The English then made some arrangements to re- 
duce their own, being evidently afraid of the political and commer- 
cial consequences of leaving themselves under the disadvantages of 
being hampered and weakened by great financial obligations, while 
the prospect seemed to be that we should soon be wholly freed 
from debt. These arrangements, however, have been made ineffectual 
by wars and preparations for war, which have been forced upon 
Great Britain by circumstances arising in its widely-extended dominions. 


Mr. Gladstone gained and enjoyed a long popularity by his policy 
of devoting the surplus revenues which arose out of the impulse 
given to commerce, manufactures, and navigation by the gold dis- 
coveries in California and Australia, to reductions of taxes, rather 
than to diminishing debt; but history will condemn him as having 
sacrificed the permanent interests of his country, from either a lack 
of the forecast required in great affairs, or from an overweening de- 
sire for temporary applause and for office and power. 

In the six years ending on the 3oth of last June, according to 
the London L£conomzst, the consumption of cotton in the yarn and 
cloth mills of India increased from 267,585 bales of 392 pounds, to 
596,749 bales. or rather more than doubled. The working up of 
cotton in Indian factories has, substantially the whole of it, grown 
up within fifteen years, and is still making rapid progress. Of their 
productions, there is a very considerable export of yarns, mainly 
to China, and some export of cloths to China, to the east coast 
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of Africa, and to other places on the Indian Ocean. The English 
view of the case is, that as the Indian mills pay for their raw 
material and labor in silver money, they can sell in China and 
other silver-using countries, without that loss in exchange which 
is suffered by British manufacturers, who must convert into gold 
the silver received in their sales in Asia. British authorities agree, 
with scarcely an exception, that the extraordinary agricultural and 
manufacturing prosperity of India during the past decade is largely 
due to its standard. In itself, this prosperity is gratifying to the 
English, who reap benefits from it in many ways. But so far as 
it is obtained at their expense they naturally dislike it, and they 
know well that if they lose the supplying of Eastern Asia with 
cotton goods, England will no longer be the first manufacturing 
country in the world. 


Until very recently, it has been overlooked in discussing the policy 


adopted by the present Secretary of the Treasury of withdrawing 


the $1 and $2 greenbacks, that it is in violation of express law. 
The Act of Congress of May 31, 1878, “to forbid the further re- 
tirement of United States legal-tender notes,” winds up with the 
following proviso : 

Provided, that nothing herein shall prohibit the cancellation and 


destruction of mutilated notes and the issue of other notes of like de- 
nomination in their stead, as now provided by law. 


The general direction of this law is, that no legal-tender notes 
coming into the Treasury shall be canceled, but that they shall 


be re-issued, paid out, and kept in circulation. The exception made . - 


in the proviso is, that mutilated notes may be canceled, but only 
on the condition that other notes of “like denomination” shall 
be issued. 

If it is possible to make language plain and unmistakable, this 
law puts the Secretary in a straight jacket, and deprives him of 
any lawful power to change the denomination of the legal-tender 
notes. We have never doubted that the attempt to suppress the 
$1 and $2 legal tender is injurious to the public interests and 
convenience, and that it is condemned by an overwhelming pre- 
ponderance offpublic opinion. 
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AMERICAN CEREAL EXPORTS. 


During the three years ending with 1876 the average Hungarian 
wheat crop was Officially estimated at 19,021,583 hectoliters, but 
during the three years ending with 1884, at 38,706,538 hectoliters. 
For the present year it is expected that the crop will foot up 
between 40 and 42 million hectoliters. The hectoliter is nearly three 
bushels. It is stated, by way of explanation, that until lately the 
greater part of the Hungarian plains, immense in extent and of 
wonderful fertility, had been used merely for pasturage, but that 
now, in consequence of the extension of the railroad system, where- 
by the movement and exportation of wheat have been cheapened, 
more and more of these plains have been put under the plough for 
the production of the cereals. 

In this case of Hungary there has been no new discovery of lands 
capable of growing wheat, nor has any new population been developed 
to make use of such lands. The lands have always been there, and 
Hungary has been long occupied by a people numerous enough and 
skillful enough to use the lands in the cultivation of wheat. What 
has been lacking, until recently, have been the facilities for handling 
and moving grain with sufficient economy to make a Hungarian ex- 
port of grain, on any great scale, commercially practicable. The same 
thing is true of Russia, and even more true of India, in which the 
wheat lands were totally inaccessible for the exportation of that 
grain until railroads connected them with the coast cities. In both 
those great countries there is no assignable limit to their power to 
supply the world with wheat, if they were as well supplied with 
main and branch lines of railroad, and with elevators for the cheap 
handling of grain, as the United States are and have been for some 
time past. There are other regions in the Old World, notably in 
both European and Asiatic Turkey, which have great natural ca- 
pacity for producing wheat, but are still almost entirely destitute of 
the modern facilities for handling it. They are certain to become 
exporters when those facilities are obtained. 

In the New World there are certain regions exporting wheat to 
some extent, such as Australia and the Argentine Confederation, 
and other countries on the La Plata waters, which are only begin- 
ning to possess the requisite population of cultivators and the rail- 
road and other conveniences for transporting grain. Their develop- 
ment in both particulars is rapid, and they will soon become large 
suppliers of grain to the world. 

It was undoubtedly the common idea in this country until within 
two or three years, that the United States had something like a 
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natural and permanent superiority of advantages, in tne matter of 
producing wheat for the consuming markets of Western Europe. 
We forgot that, broad and fertile as our West is, there are to be 
found other wheat lands equally broad and fertile, and quite as 
cheap, and that, in reality, the superiority of the American West 
was merely artificial, and therefore likely to be temporary, being 
simply the fact that perfected agricultural tools and machinery, ele- 
vators and railroads, enabled our western farmers to raise and de- 
liver grain on the seaboard at cheaper rates than their competi- 
tors. The delusions on this subject are now being rapidly and de- 
cisively dispelled, and with them will disappear the idea of build- 
ing up a permanent National prosperity upon any such foundation 
as the exchange of American food products for European iron and 
manufactured goods. It must soon become obvious to the most ob- 
tuse that an American policy like that would enrich nobody but 
the western Europeans who recommend it to us, and whom it 
would enable to play us off against Russian and Indian food pro- 
ducers so as to get what they want at starvation prices, while they 
could supply us with manufactures at their own rates, if they could 
persuade us to remain merely an agricultural and pastoral people. 
Nothing would suit the English better than to have the price of 
our wheat fixed in Liverpool; but western producers of wheat real- 
ize better than they did, before new competitors appeared in that 


market from India, Australia, the La Plata countries; &c., how ruinous > 


it will hereafter be to them to trust their fate as growers of wheat 
to the tender mercies of British buyers, after paying the cost of a 
land transportation of 1,000 to 1,500 miles to the seaboard, in ad- 


dition to freights across the Atlantic Ocean. It is markets at home | 


from which foreign wheat can be excluded, of which they see the 
need, and which they know to be attainable, not merely in the At- 
lantic seaboard, but in their own cities, towns and villages, by the 
diversification of their industries. With wheat at 78 cents per 
bushel in Chicago, controlled as that market is now by the Liverpool 
market, the West is not so good a field for the circulation of Cob- 
den Club tracts as it was when the Chicago shippers of wheat to 
England were paying $1.50 per bushel. The prices of wheat in for- 
eign markets are miserably low, and with no prospect of recupera- 
tion, and it is to enlarged home markets, on the basis of increas- 
ing our manufacturing and mining interests, that American producers 
of the cereals are now looking. 

Nor is it in the cereals only that our agriculturists are suffering 
from a disastrous competition in the markets of Western Europe. 
Canada has the capacity of fully supplying the whole of those mar- 
kets with dairy products, for which it has natural advantages even 
superior to our own. In respect to fresh meats, the improvements 
in transporting them long distances by the freezing process, enable 
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them to be brought to Western Europe from even the antipodes, 
and even remote New Zealand is now sensibly lowering the British 
mutton markets by the enormous supplies which it throws upon 
them. A new exporter of both beef and mutton is looming up in 
the La Plata countries. It is even said to be possible that supplies 
from that quarter might compete in our Atlantic ports with the 
products of our Western farms, if we did not always have the 
power of checking such a competition by tariff duties. A _ city 
paper (the Commercial Bulletin of October 14, 1885) says: 

It is by no means beyond the pale of possibility that beef from 
the Argentine Republic may yet compete in the North Atlantic 
markets with the products of our own country. Cattle may be said 
to run wild on the pampas of South America, and, as freights by 
tramp steamers are low, it would certainly be a novel spectacle to 
have Buenos Ayres beef and mutton competing with Chicago in 
the New York market, as it already competes with it to no incon- 
siderable extent in that of Liverpool. 


OUR FUTURE MONEY. 


[CONCLUDED FROM THE DECEMBER NUMBER. | 


Let us look, now, briefly at a chapter or two in our own National 
history. There can be no reasonable doubt that our Constitution 
‘contemplates that the money of this country shall be gold and 
silver.” Hamilton, one of the originators, and certainly one of the 
best interpreters of that instrument, expresses himself in his report 
upon the Mint, in 1791, in no uncertain manner: “To annul the 
use of either of the metals as money is to abridge the quantity of 
circulating medium, and is liable to all the objections which arise 
from a comparison of the benefits of a full, with the evils of a 
scanty, circulation.” It is evident, then, that bimetallism was the 
principle upon which our Government set out. Let us trace its his- 
tory a little way. As has been mentioned, the first serious outflow 
of gold from this country occurred in 1821, excited by the large 
premium attached to it, in consequence of the demands of England 
for resumption purposes. This continued until 1834, at which time 
the legal ratio of gold to silver was changed. At this juncture 
there was, as might be expected, a good deal of needless agitation 
in favor of a single standard. The monometallic idea gained con- 
siderable prominence. It was opposed, however, by the Secretary of 
the Treasury, Albert Gallatin, and many other men of sound finan- 
cial views, as being detrimental to every known interest of our peo- 
ple. In 1829, Gallatin having been called upon by the Treasury 
Department to submit his views upon the general subject, said: 
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“Great Britain, till the year 1797, when the suspension of cash 
payments took place, and all other nations to this day have used 
the two metals simultaneously without any fractical tnjury, and to 
the great advantage of the communities, though, in many instances, 
sufficient care had not been taken to assimilate the legal to the 
average market value of the two metals. A fact so notorious, so 
universal and so constant, ts sufficient to prove that the objection, 
though the abstract reasoning on which it is founded is correct, can 
have no weight in practice.”’ 

The California discoveries of 1848 precipitated another agitation in 
consequence of the cheapening of gold and the exportation of sil- 
ver to a large extent. The troublesome scarcity of small change 
tor general use about this time, was in consequence of this excess- 
ive exportation of silver. It was counteracted by the law of 1853 
creating a token coinage of silver for small denominatfons. But silver 
in largé denominations was not restricted, nor was the law of the 
Mint permitting its coinage changed. However, there was a loud cry 
for demonetization from some quarters, which was for the second 
time opposed by irresistible influence. Mr. Hunter, chairman of the 
Finance Committee of the Senate opposed the idea in strong lan- 
guage: “The mischief would be great, indeed, if all the world were 
to adopt but one of the precious metals as the standard of value. 
To adopt gold alone would diminish the specie currency more than 
one-half, and the reduction the other way, should silver be taken 
as the only standard, would be large enough to prove highly disastrous 
to the human race.” 

In 1862 this country suspended specie payments, and consequently 
gold and silver ceased to be used. There was no law, however, re-. 
stricting the coinage of either metal until that of 1873 was passed, 
which, in effect, demonetized silver. In 1878 silver was again re- 
stored, in anticipation of resumption. It ought to be here stated: 
to the end of making this history complete, that there were two 
periods during these years when gold and silver were not coined, 
for what were considered prudential reasons. From 1806 to 1835 
not one silver dollar was struck at the Mint, on account of the 
fact that it was found “that considerable purchases have been made 
of dollars coined at the Mint for the purpose of exporting them, 
and it is possible that further purchases and exportations will be 
made.’* Also, during the twelve years from 1821 to 1833, the coin- 
age of gold was suspended, this being the period of the tempo- 
rary demand by England for resumption. purposes. 

Now, in this necessarily brief account of the use and operation of 
the precious metals in some of the leading nations, what have we 
found? France and the United States have, for most of the time 
during the present century, been the avowed adherents of gold 


* Madison, State Papers, 1806. 
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and silver unitedly, while Germany, England, and several other lesser 
nations have either oscillated from one metal to the other with the 
changeful tide of popular feeling, or have been forced to maintain 
in use, by arbitrary regulations, a single metal. In the record of 
the bimetallic nations we find little or no disturbance in the com- 
mercial relations of the people during these years, nor do we find 
to have been wzecessary the arbitrary enactment or enforcement of 
any law relating to the coinage. Moreover, these nations have, in 
many ways, had the advantage, commercially, of the monometallic 
nations, and have enjoyed a greater uniformity of values in all their 
dealings. On the other hand, we have seen the monometallic na- 
tions disturbed over any slight accession to the quantity of the 
particular metal for the time being employed, and forced by an un- 
accountable falsity of reasoning, to reject the one and adopt the 
other, in conformity to a law which they could neither regulate 
nor restrain. As has been seen, every such change from a cheaper 
to a dearer money is always accompanied, necessarily, by discomfort 
and injustice to the debtor class. England has advanced, it is true, 
in wealth and position under her unwise monetary policy; but, as 
Disraeli, one of her foremost statesmen, said, ‘“‘she has become rich 
in spite of her gold, and not on account of it.” Commenting 
upon the English policy, Gallatin says: “But not only has Eng- 
land, by that experiment, in the face of the universal experience 
of mankind, gratuitously subjected herself to actual inconvenience 
for the sake of adhering to an abstract principle, but in so doing 
she has departed more widely from known principles, and from 
those which regulate a sound metallic currency,” 

In our own history we have yet to see successfully pointed out 
any detriment to our interests, near or remote, during the time we 
have employed both metals as money. We affirm, moreover, that 
prices have never been more stable or satisfactory, the results of 
commerce more munificent, the country more prosperous, or the 
people more contented and well-to-do than during the same pe- 
riod. On the other hand, it is equally evident to the student of 
history that our most violent and disastrous monetary disturbances 
have occurred during the régzme of paper money, or at such times 
as gold and silver—one or both—were not constant factors in our 
money medium. 

From what has already been said, we may infer that the favorite 
scheme of some—an international coinage of gold—is at once ren- 
dered chimerical by the fact that in the leading nations, gold and 
silver are now so adjusted that any attempt to employ, exclusively, 
either metal universally, would result in such a fall in prices, such 
a disturbance of values, and such a burden of debts pre-existing, 
that only disaster would result.* The money of the future, there 


* For a very intelligent presentation ot this argument, see ** The Silver Question,’’ Weston, 


p. 172. 
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can be little doubt, will be international, and will consist of gold 
and silver. This idea was first broached in 1867, at the Paris Con- 
ference. The time was not then ripe, however, for final action, and 
we have not seen the day since when the scheme was practicable. 
The time is coming, however, when gold and silver, the universal 
money, will demand their prerogative and will be recognized. There 
is nothing inconsistent with this idea. The closer union of the 
commercial nations, which year by year is being consummated, will 
find its full expression in an international coinage. This consum- 
mation may not be immediate, but it will be final. 

We hear a great deal now-a-days about the “double standard.” 
This term is a misnomer. There can be but one standard. There 
is a standard of measure, a standard of weight, and a standard of 
value. The universal standard of value is gold, at the present 
time, and, without doubt, will continue so to be regarded. When 
silver is employed in conjunction with gold, its value is determined 
in gold, the same as is everything else. Consequently it is foolish 
to attempt to legislate a. relative value for the two metals. That 
value will change, regulated always by the law of supply and de- 
mand. But—and here is our consolation—it has been found that 
during a long series of years the relative value of the metals has 
changed but slightly, and as they come to be employed more gen- 
erally and conjointly, the tendency will be toward a greater uni- 
formity of value. Legislation will no longer be a disturbing ele- 
ment. 

It is evident that, for practical use, a paper cerculating medium 
(not money ) is preferable to gold and silver, on account of weight 
and bulk. Hence, it has come to be the custom in some countries 
to issue paper certificates based upon the actual deposit of gold 
and silver in Government coffers. By this system we may enjoy a 
two-fold advantage: a convenient, intrinsically valueless medium, 
with the precious metads always within reach. This would seem to 
be the very acme of a stable and convenient currency. In opera- 
tion it has been found to work well. It is employed in England, 
and it gives entire satisfaction in our own country. Not only do 
we save the inconvenience of carrying so much weight in gold 
and silver, but a vast amount of wealth is saved to the world 
which was once lost by abrasion. If this same system is perfected 
and extended, the actual gain will be immeasurable. Just here we 
wish to simply call attention to this system of certificates as based 
upon dudizon, rather than upon cozz, as admirably set forth in a 
little pamphlet by Mr. J. W. Sylvester, of New York.* Mr. Sylves- 
ter’s system is briefly this: He proposes that the Government issue 
gold and silver certificates, based upon bullion of a given weight 

* ** Bullion Certificates,’’ ‘*‘ The Safest and Best Money Possible,”” J. W. Sylvester, N. Y. 
1884. 
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and fineness, and duly stamped to this effect by an appropriate 
Government device. His plan would advise the coznage of the metals 
only to a limited extent—enough, simply, to meet the actual de- 
mand for small payments. Then follows what we regard as the 
most favorable point of his system, namely, the interchangeability 
of the two metals as secured. It is proposed that, to counteract 
the effect of any slight fluctuations in the relative value of the 
two metals which, as Gallatin has said, are always so insignificant 
that they “are a quantity which may be neglected, and is, in fact, 
never taken into consideration at the time of making the con- 
tract,” the Secretary of the Treasury be authorized “to ascertain 
as correctly as possible the relative value of fine gold and fine 
silver bars, at the cities of New York, San Francisco, London and 
Paris, on each business day of the year, and to post daily the av- 
erage of the same in a conspicuous place in the Sub-Treasury 
building, . . . and the relative value so ascertained shall be 
deemed their relative value for the next succeeding business day.” 
It is proposed that gold be taken as the standard in all computa- 
tions, both in buying bullion and in paying it out. 

By this process, anybody presenting a certificate for either metal 
at any sub-treasury on a given day, will receive in bullion or coin, 
according to the sum demanded, the precise amount, in value as- 
certained as above, of the metal designated in the certificate. And, 
as the relative value of the two metals is thus maintained by a 
daily average, they become interchangeable. The fact is, that the 
Sub-Treasury would be called upon to redeem certificates only in 
adjustment of large payments where a slight variation in the price 
of either metal might affect the result materially. And, such pay- 
ments being made, as a rule, in other forms than money, the de- 
mand from this source would be but slight. In ‘actual practice 
these certificates would pass from hand to hand as they do to-day, 
and any slight difference in value from year to year would be un- 
noticed and unimportant. This is the best adjustment of the bi- 
metallic system to the demands of business that we have seen, 
and although, like every other good thing, it has been criticised 
and even condemned as theoretical, yet it remains to be proved 
that in actual operation it would not accomplish that for which it 
was intended—the maintenance of a uniform relative value between 
gold and silver. Let the experiment be tried and reserve criticism. 

It is evident that by this system gold and silver would circu- 
late at their actual face value, and the present pernicious law, by 
which 412% grains of silver is made to pass for 460 grains would 
have to be done away with, which is “a consummation devoutly 
to be wished.” 
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UNITED STATES NOTES. 


A recent decision of the United States Supreme Court ,to the 
contrary notwithstanding, it is, and always has been regarded by our 
foremost statesmen and financiers that the law creating the “green- 
back” is unconstitutional. With all due respect for the august tri- 
bunal referred to, we still prefer to think that (to put it mildly) it 
has made a mistake. By running over the warm and protracted 
debate which preceded the passage of the law referred to, one will 
be surprised to notice the extreme doubt and hesitancy, on the part 
of those able and profound men who had the matter under consid- 
eration, with which they finally moved the passage of the act creat- 
ing the first United States notes. In fact, very few, so far as is 
known, ever came to believe, secretly, that the act was not uncon- 
stitutional. The very air, as one reads, is impregnated with the belief 
that the only justification of the measure was an absolute, unavoid- 
able necessity. And upon this ground, and this alone, the act 
reached its final passage. ‘A war measure” was the phrase em- 
ployed most frequently in justification of a proceeding of such 
profound significance. 

If, in the presence of such an overwhelming necessity, with a 
disloyal army at the door, money wanting and credit impaired, the 
issue of paper money by the Government was contested step by 
step by those upon whom rested the burdens of the hour, are we 
justified in pronouncing lightly upon the legality of the measure? 

The Constitution, under Hamilton’s interpretation, declares for gold 
and silver as the only money for Government issue. And no one 
has spoken with less equivocation upon this and kindred subjects 
than that profound student of our fundamental laws. Webster, also, 
than whom the American people have had no higher authority on 
intricate constitutional problems, considered “gold and silver” the 
only legally authorized money, under immediate government author- 
ity. And the weight of testimony from all quarters is in this same 
direction. Any appeal to history in support of paper or fiat money, 
as such, is always disadvantageous. No nation has ever yet tried it 
with perfect success. Laws restricting its issue and hedging it 
about with safeguards are good so far as they go, but there always 
comes a time when such laws are inoperative. A fancied necessity 
arises, and forthwith a nation is launched upon a limitless sea of 
uncertainty, the perils of which are daily augmented; and it is only 
possible by the greatest good fortune to escape inevitable disaster. 
No words, at this day, are necessary to picture the results of such 
a course. They are, alas! too familiar. 

That there are dangers, then, attending the issue of paper cur- 
rency by any government will not, in the light of experience and 
history be gainsayed. If, then, these perils are recognized, is it not 
the part of wisdom to at once take such steps as will tend to free 
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us from those evils which are sure, sooner or later, to follow upon 
such a course. One of the perils, as well as one of the blessings 
of our Government is its freedom. The power that controls to-day 
may be deposed to-morrow; and the wise and beneficent rule of 
one administration may be cut short in its attempts for good by the 
incoming of another, supporting an adverse policy. The only safe, 
and therefore, only wise plan for the United States Government to 
pursue is to remove the danger. Let us discard the “Greenback,” 
and let us have, so far as the Government is concerned, constitu- 
tional money. Let gold and silver be the representative, with gold 
as the standard. And then, with the free coinage of these metals 
so far as needed, and their unlimited tender in the bullion form, 
having, ‘for the sake of convenience, representative certificates ex- 
changeable at will at current market rates, we shall have a Gov- 
ernment money and circulating medium that will challenge compari- 
son with anything of the kind that has ever been devised. 


NATIONAL BANK NOTES. 


All that constitutes a National bank a National institution is, that 
it issues “notes” under government authority, and is subject, on 
this account, to Government supervision. In other respects it is not 
different from a State bank. Take away its function of issuing cir- 
culation and the bank will still exist in all its completeness, but, prob- 
ably, under State, rather than National, authority. The hue and cry, 
then, against the banks as such, as being a “ monopoly ” and “leeches” 
and other kindred epithets is impotent, as well as being unjust. 
The banks are an essential factor in our civilization, and as long as 
trade and commercial enterprise are elements of wealth and ad- 
vancement, they will continue to exist and exercise their benificent 
sway. The only consideration, then, that can have any force or 
meaning in this connection is in regard to the much abused prerog- 
ative of issuing notes. This we will consider briefly. That man 
must be stupid, indeed, who has never noted the want of resem- 
blance between the ancient and ill-contrived State bank issues and 
the modern and useful National bank notes. 

The first had but a limited and local circulation, and were sub- 
ject to frequent and violent fluctuations in value, rendering all 
payments uncertain and inconvenient, besides involving the risk of 
counterfeit and valueless notes, which were so common, that by 
extreme caution only could one succeed in avoiding them. The 
other, from the incipiency of the system, have been restricted in 
their use only by the limits of the country and are even known 
and respected in other countries. Not one dollar has ever been lost 
to the holder of these notes from failure of the issuing bank to 
redeem, and so safe and satisfactory are they that no one cares to 
inquire when or where any given note was issued. They have 
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always been interchangeable with United States notes, and no one 
need have any concern whether those in his possession are of one 
description or the other. 

In brief, so universally known and accredited are the National 
bank issues that even the opponents of the banks, as such, can find 
no fault with their bills and do not attempt to. 

On what ground, then, is the opposition based? Simply on the 
assumption that the banks receive a double return on their capital 
invested in United States bonds, which is unfounded and untrue. 
On the contrary, it is the fact that the profits on bank circulation 
to-day are so small that institutions are surrendering this National 
franchise, and are organizing under State laws, without circulation. 
And it is coming to be a serious consideration what can be done 
to perpetuate an institution which has done so much for the Gov- 
ernment in its manifold relations. Let us see what John Jay Knox, 
the Comptroller of the Currency, in 1882, had to say about the 
“fabulous” profits accruing to the banks from their circulation! 
“The profits from circulation upon the four and four-and-a-half-per- 
cent. bonds, where the rate of interest is six per cent., is not much 
in excess of three-fifths of one per cent., and where the rates of 
interest are above eight per cent. the profits ave nomznal, and are 
not sufficient to induce the banks to purchase large amounts as 
security for circulation.”* Nothing more need be said in regard to 
profits on circulation. 

Another of the weighty (?) objections to the National bank sys- 
tem which we find freely retailed in some quarters is, that it is a 
monopoly. Now, it goes without saying that, that can in no sense 
be considered a monopoly which is free to all, under the same laws 
and restrictions. The National Bank Act reads thus: “ Associations 
for carrying on the business of banking under this Title may be 
formed by any number of natural persons, not less in any case than 
five.” 

If the profits of banking under the National system are so attract- 
ive in the abstract, why is it, that there has not been an alarming 
increase in the number of banks from year to year? The truth is 
that the number of such institutions is rather on the decline, and 
is destined to be more so under existing laws. What ought to be 
done is to the end of perpetuating the institution, rather than de- 
stroying it. It is not quite clear what can be made to take the 
place of the National bank circulation in case adverse legislation 
should compel its retirement. A substitute would undoubtedly be 
found, but it is more than probable that z¢s substantial and univer- 
sal qualities would not be find to exist to a like degree in an- 
other form. The circulating medium furnished by the National 


*See Report of Comptroller of Currency, for 1882, page xx, for a more elaborate presen- 
tation of the subject. 
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banks for the past twenty years is, beyond dispute, the best the 
world has seen, and cannot be retired without great risk of detri- 
ment to the public welfare. The existing tax of one per cent. on 
bank circulation ought to be removed, or at least, reduced one-half ; 
and the present allowance of ninety per cent. of the far value of 
the bonds in which the capital stocks are invested, as circulation, 
ought to be so modified as to allow as a basis for bank issues 
ninety per cent. of the market value of the bonds. Legislation simi- 
lar to the foregoing, or at least equally as favorable, ought to be 
secured at once in the interests of good banking and a sound cur- 
rency. 

There is one criticism of the National bank circulation as it now 
exists, which is not without foundation in reason. It is, that the 
volume of bank notes is not elastic; it does not adjust itself to the 
immediate demands of trade. Given, say, $400,000,000 of such notes 
outstanding; if the demand for money is sufficient to warrant a fair 
profit to banks of issue, that sum may be increased indefinitely by 
the charter:of new banks and the increase of the amount of circu- 
lation outstanding by the old ones, many of which are below the 
limit permitted. So far the system is all that could be desired. 
But, suppose there is a falling off in the demands of business for 
the time being; and suppose, also, that the amount of outstanding 
circulation is adjusted to the pre-existing demand; in the presence 
of such a falling off it is clearly seen there must result a plethora 
of the money-medium, which, for the time, operates similarly to an 
inflation of the currency. Now, in such a case as this, as has been 
said, there are no means by which the volume of the National bank 
issues can be temporarily retired. If bank notes are sent to Wash- 
ington for redemption, which would be done in such a case, United 
States notes are issued in their stead. The National bank notes are 
retired, it is true, but United States notes take their place, so that 
the volume of circulating medium remains unchanged. 

We think this quite serious defect in the National bank system 
is susceptible of remedy. The system should be so arranged that 
it will be against the interest of the banks to issue their notes 
when they are not wanted. To this end it would be better if the 
present tax on circulation be not entirely removed, but materially 
reduced. The expense of redemption and reissue, as at present, 
should be met by the banks in proportion to the amounts re- 
deemed on account of each. After redemption all bills should be 
destroyed and the expense of re-printing charged to the banks to 
which the bills belong. When bills are sent for redemption the 
Treasurer should issue in lieu thereof, at the option of the sending 
bank, “lawful money,” or Azs draft on a Sub-Treasury, payable 
through the Clearing-house. To this end all Sub-Treasurers should 
be members of the Clearing-house in their respective cities. The 
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express charges should, in all cases, be paid by those institutions 
whose bills are redeemed, and not by the sending banks. By this 
method, roughly outlined, there would result a double incentive. All 
banks holding an unnecessary amount of bills would find it for their 
interest to turn them into funds available in the commercial cen- 
ters, where their interest-bearing accounts are kept. On the other 
hand, at such times as their bills were not in demand for general 
use, the banks would be careful about issuing them on account of the 
inevitable expense attending it, knowing that they would soon find 
their way to Washington for destruction. At thé present time we 
find no such incentives. A bank sending foreign bills for redemp- 
tion only receives in exchange another kind, which are not more 
available for general use, whereas, funds adapted for use through 
the Clearing-houses of the country could be employed in adjust- 
ment of exchanges, the same as other evidences of credit. By this 
method the only existing objection to the National bank circulation 
could be met. It is certainly the part of wisdom to favor such 
measures as will tend to perpetuate an institution which has stood 
for sO many years as one of the superb monuments of modern 
financial legislation. 

We have found, then, that the teachings of history and experi- 
ence would seem to indicate that the best and safest money for a 
nation is gold and silver, with gold as the standard. We have 
seen also, that the variations in relative value of the two metals 
have been influenced as much, if not more, by unwise legislation as 
by unequal production. We think we have found that this slight 
variation in relative value, which through a series of years is little 
more than nominal, can be rendered nugatory by means of certifi- 
cates based upon the precious metals, and redeemable at the cur- 
rent market rates for these metals. These certificates will serve the 
double purpose of a representative of value and a very desirable 
medium of exchange. We have seen the issue of United States 
notes to be a very dangerous prerogative of government, liable 
to abuse, to say nothing of its constitutionality, and have rec- 
ommended its discontinuance. We have found the National bank 
circulation to be both popular and eminently suited for all purposes 
of internal trade, and have seen in it those elements of stability 
and universality which surely recommend it for future use. We 
have, moreover, been presumptuous enough to suggest certain 
changes in the present system, the result of some thought and 
practical experience under the existing order of things. Withal, it 
has been our endeavor to create the impression that the question 
of our future money is one of momentous import, and one that 
may well enlist the ripest wisdom of our most profound financiers, 


WM. WOODWARD. 
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BANK-NOTE ISSUES OF OTHER COUNTRIES, 


Macleod, in his exhaustive work on the Theory and Practice of Bank- 
inz, states that 

“ The circulating medium of any country is— 

“(1) Coined money—gold, silver and copper. 

“(2) Papercurrency, viz., promissory notes and bills of exchange, with 
all their variety. 

“(3) Small debts of all sorts, such as credits in bankers’ books, 
called deposits, book debts of traders, and private debts between indi- 
viduals.” 


Bank notes come clearly within the second classification, and are 
merely promises on the part of the bank to pay on demand a sum of 
money. Unless otherwise provided for, this sum is payable in the 
coined money of the country where the note is issued. The metallic 
money in which the note is redeemable on demand is that issued by the 
Government of the country or State, and authenticated as to weight and 
fineness by its mints.’ 

In the earlier days of banking, promissory notes of joint-stock banks, 
private bankers and merchants, were all on the same footing as inland 
bills of exchange, that is to say, they were all transferable by indorse- 
ment. Under the present system of issuing bank notes, payable on 
demand to bearer, they pass in ordinary business transactions from 
hand to hand as acirculating medium in the same manner as coined 
money. 

The commercial transactions of the world have grown to be so enor- 
mous, and the use of bank notes therein so universal, that most Gov- 
ernments, recognizing the necessity of making the security for fulfill- 
ment of these promises as substantial as possible, have enacted laws 
whereby they are issued under certain restrictions and regulations, in 
order that the public, many of whom are unable to discriminate between 
the different issues of the banks, may not suffer loss by receiving what 
is supposed to be an equivalent of money. Either securities are re- 
quired to be deposited in trust, as under the National bank system, or 
set aside and held in the bank, as in the case of the Bank of England, 
or the issues are regulated by the condition of the assets, the amount of 
capital paid in, and the amount of coin on hand. Very often the law 
provides that the circulating notes shall be a first lien upon all the as- 
sets of the bank, and sometimes a direct guarantee of payment of bank 
notes is given under conditions by the Government. 

Since the passage of the National Currency Act in 1863, the entire 
bank-note circulation of the United States has been secured by a de- 
posit of Government bonds with the Treasurer of the United States, 
and owing to the care with which this precaution has been exercised, the 
general public scarcely realize that these notes are simply promises re- 
deemable on demand, and not money. 

As at some time in the future the redemption and payment of the 
public debt of the United States will probably make it necessary to issue 
bank notes upon the basis of some other security, it will be useful to 
examine the various methods of issuing and securing bank notes un- 
der the laws of the principal commercial nations of the world, in order 
that the experience of other countries may be made available for the 
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welfare of our own. A system which is successful in one country or 
nation may not be adapted to other countries, but from the experience 
of all, valuable deductions may be drawn. 


SCOTLAND AND IRELAND. 


By the Act of Parliament of 1845, the privilege of issuing notes on 
the part of the existing banks in Scotland and Ireland on their own ac- 
count was continued to the amount of their outstanding circulation. 
The privilege of additional issue is granted to these banks upon the 
basis of gold coin or bullion to the nominal or par value of the notes 
issued, and in this respect they have the advantage of the English pro- 
vincial banks. By the terms of the Acts under which English, Scotch, 
and Irish banks were permitted to continue their issue of circulation, 
unsecured by a deposit of gold or bullion, the liabilities of the individ- 
ual shareholders of said banks to the general public were unlimited, so 
far as the bank-note circulation was concerned. It seems to be the 
opinion of all authorities who have examined the subject, that Scotch 
and Irish banks have no securities especially held against their issues. 

From information communicated to the State Department by the 
Minister of the United States to Great Britain, it appears that the 
amount of bank notes outstanding in Scotland and Ireland on Decem- 
ber 31, 1884, was— 

OUTING 650 bse ccesseacscesaennsedsancsaaesesensesees £ 6,399, 310 
EL a edited iahie edna anh ee eee 6,748,027 


ENGLAND. 


Bank-note circulation in England is regulated by the Act of Parlia- 
ment of 1844, which provides for the issuance by the Bank of England 
of £14,000,000 of bank notes through an issue department, to which was 
to be transferred £14,000,000 in Government securities, and also that 
the banks of issue, consisting of joint-stock and private banks other 
than the Bank of England, in existence at the date of the Act, should 
not thereafter be permitted to issue notes except to the amount they 
then had in circulation, issued by them and outstanding. In other 
words, the actual circulation to which each of these banks was to be en- 
titled under the Act, was to be arrived at by taking the average amount 
of circulation in each case for twelve weeks prior to April 27 of that 
year, and under this regulation the maximum issue by provincial banks 
—that is, banks in England outside of Lofdon, not including those of 
Scotland or Ireland—was then fixed at about eight and three-quarter 
million pounds. Under certain conditions these banks of issue which 
were in existence in May, 1844, might cede their privilege of circulation 
to the Bank of England for a fixed consideration of 1 per cent. per an- 
num to August 1, 1856, and the privilege of issue of any of these banks 
was forfeited in case of failure to exercise it, of bankruptcy, or certain 
changes in the constitution of their partnerships. The Bank of Eng- 
land was authorized to issue its own notes for the full amount of the 
circulation of other banks compounded for, and by order of Crown in 
council, to two-thirds of the amount of lapsed circulation. 

The total amount of issues lapsed or compounded for since 1844 by 
the country banks, is about two and three-quarter million pounds, leav- 
ing the present authorized circulation of such banks at about six million 
pounds, or $30,000,000. It is estimated that the actual circulation of 
these English provincial banks—that is, of the banks other than the 
Bank of England, having privilege of issue—is but four per cent. of 
their entire liability to the public. By the issue of its own notes in 
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place of the lapsed and surrendered circulation mentioned, the circula- 
tion of the Bank of England, based on Government securities, has been 
increased from £14,000,000 to over £15,000,000. The circulation of the 
joint-stock and private banks of issue of England is based entirely upon 
their general credit; that is to say, it is not based upon securities or 
bullion specially deposited or held as in the case of the Bark of Eng- 
land, but upon the aggregate assets of the institutions. These banks 
make weekly returns of their outstanding circulation to the Govern- 
ment, from which it appears that not more than one-half of the notes 
they are authorized to issue are in actual circulation. The total amount 
of notes of the Bank of England, issued on the security of the Gov- 
ernment debt, is at this time £15,750,000, or about $78,750,000. This 
bank, in addition, is permitted to issue notes equal in amount to the bul- 
lion or coin which is transferred to and held in the vaults of the issue 
department of said bank. Of the coin and bullion held, 25 per cent. 
may consist of silver. It is to be noted, however, that very seldom is 
= circulation of the bank issued upon silver. 

he Bank of England is compelled to receive from any person ten- 
dering it, bullion in exchange for notes at the rate of £ 3 17s. 9d. per 
ounce of gold 11-12 fine. Under these provisions the amount in bank 
notes issued varies from time to time by the receipt or withdrawal of 
“aie The only tax paid by the bank against its issue of circulation is 
or the privilege of issuing £15,750,000 against securities of the Gov- 
vernment, and for this privilege and the exemption from stamp duty, 
the bank pays to the Government an annual sum of about £200,000.* 

Bank of England notes were, by the third section of the Act of Par- 
liament of 1833, made legal tender between all parties, except where the 
bank itself is one, so long, and so long only, as the bank pays them in 
gold coin on demand. 

The Act of 1844 declares that the notes of the Bank of England in 
circulation, including those held by the banking department, shall be 
deemed to be issued on the credit of such securities (coin and bullion) 
SO appropriated and set apart to the said issue department. 

Although the Act of 1844 only permits the issue of Bank of England 
notes under the present situation of country bank issues to the amount 
of £15,750,000, except on a deposit of coin or bullion, during the crisis 
of 1857 and in 1866 this statutory provision was suspended, and the 
bank was permitted further issue of notes in order to supply a circulat- 
ing medium to avert financial trouble and distress, and it is believed by 
many that this course would be pursued again if occasion demanded 
it. 

* The following table, taken from page 553 of appendix to report from the select committee of 


Parliament on the banks of issue, will give some idea of the profits to the Bank of England from 
its issue department : 


RECEIPTS, 
Interest on securities...... $OORS6 00-0008 060s SORSCCCCC+ SNES ingeee ceases £458,035 
Profit on bullion............ D604 66060904-000-600006 0680 600660004 wae 
4 490,468 

PAYMENTS. 
Composition, in lieu of stamps...........- Pe Ne ee ON Tere £60,000 
sn ss aac sedans 6609 0RNSSobNs 60880 6808 64 ebee 138,578 
Country bankers ‘lapsed issues)..... ... ...+ detéstuiscaeidesnendens ‘a 18,860 
bn ciptbee desc deneeetUbesey enecnesas.ccesneseereseus 18,022 
Wages, pensions, rent, machinery, and general charges ..... . i 2eeees 147,300 
2. chiebeciedes eds évedes 650sE008 04569000 KeAb be ced ees 107,708 
£490,468 


The average profits on bullion for the ten years, 1865 to 1864, were £14,900 per annum, 
Bank OF ENGLAND, 3uly 27, 1875. 
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From information communicated to the State Department by the 
Minister of the United States to Great Britain, it appears that the 
amount of bank notes outstanding in England on December 31, 1884, 


was— 


Notes of the Bank of Engiand.....................00- £, 24,647,000 

ee SE Rn sc 006k bendacceguadeddbavesines 1,623, t60 

PY MN anbnecs vesndevdsesesitesunénewscbeauease 1,507,216 
CANADA, 


The general banking act of Canada was passed in 1871, and has since 
been amended in many particulars. Its effect has been to bring under 
one uniform system of restrictions and privileges all of the chartered 
banks in the Dominion, with the exception of a few banks, which, prior 
to the passage of the general banking act, had been working under 
special charters. Some of these banks were permitted to retain certain 
special privileges, which they held under their old charters. 

Under the general banking law of Canada none but chartered banks 
are permitted to issue notes. The bank notes of a bank outstanding at 
any one time must never exceed its unimpaired paid-up capital. Monthly 
returns of the condition of each bank are made to the Government, and 
if these reports show excessive issues, fines are imposed as follows: $100 
for an excess of $20,000 or less; $1,000 for an excess between twenty 
and one hundred thousand dollars; $5,000 for an excess between one 
hundred and two hundred thousand dollars ; and for an excessive issue 
of over $200,000 a fine of $10,000 is exacted. There is, therefore, some 
inducement to make small over issue in stringent times, as the compara- 
tively light penalty might be offset by the profit, while excessive and 
rash overissues are restrained by penalties virtually prohibitory. No 
notes can be issued by the banks for less than $5, nor for any denomina- 
tion except $5 or some multiple thereof. 

In case of insolvency the notes are a first charge upon ail the assets of 
the bank. There appears to be no special security whatever. The share- 
holders are, however, liable, first, for any amount not paid up on their 
subscribed stock, and, second, for a further amount equal to their sub- 
scribed stock. Suspension of payments in gold or Dominion notes for 
ninety days constitutes insolvency. The directors may, after payment 
of notes has been suspended six months, call on the stockholders with- 
out regard to the assets on hand. 

No particular amount of cash reserve is required, this apparently being 
left to the judgment and discretion of the management ; but of the cash 
reserve kept, one half, if practicable. and never less than 40 per cent. 
must be in Dominion notes. 

The banks may have branches and offices, aud notes may be issued 
and made payable at any of them, but each bank must receive its own 
notes at any of its different branches or offices, although they need not 
redeem them in gold or Dominion notes except at the place where the 
notes are payable. Banks are required to make not less than $60 of any 
one payment in Dominion notes of denominations of one, two and four 
dollars, if so requested. 

The Dominion notes mentioned are notes of the Government. The 
first idea in regard to them appears to have been to have them supplant 
the use of bank notes, as the first act in regard to Dominion notes was 
entitled, ‘An act to enable banks in any part of Canada to use notes 
of the Dominion, instead of issuing notes of their own.” This act was 
passed in 1868, but was radically amended in 1870. The act of 1870 
authorized the issue of these notes on the security of debentures of the 
Dominion and specie held for the redemption of the notes by the Re- 
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ceiver-General. The portion of specie held was to be not less than 20 
percent. The first amount authorized was $5,000,000, but this might be 
increased by order in council under certain conditions to $9,000,000, the 
security for redemption being the same. Debentures or stock were 
authorized to be issued and delivered tothe Receiver-General, to enable 
him to keep the required security for the notes issued. To keep the ne- 
cessary proportion of specie, this officer was authorized to dispose of de- 
bentures. If Dominion notes in excess of the amount authorized were 
at any time outstanding, theReceiver-General was required to hold specie 
to the full extent of this excess, in addition to the required security for 
the authorized issues. 

The latest act (1880) permits an increase, when authorized by order of 
council, to a sum not exceeding $20,000,000. This act fixes the 
security to be held at 25 per cent. in specie and Dominion securities 
guaranteed by the Government in England (not less than 15 per 
cent., however, to be in specie), and 75 per cent. in Dominion de- 
bentures authorized by Parliament. The whole amount outstanding 
on August 31, 1885, was $17,469,380.83. Of this, over $6,000,000 were 
in denominations of less than $5, and over $10,700,000 in denominations 
of $500 and $1,000. The notes are issued in fractional parts of a dollar, 
i in denomirations of $1, $2, $4, $5, $10, $20, $50, $100, $500, and 

1,000, 

The banks of Canada held on August 31, 1885, $6,823,000 in specie and 
$12,421,270 in Dominion notes, while at the same date the Receiver-Gen- 
eral held $3,989,767 in specie as against $17,469,380 Dominion notes out- 
standing, 

ENGLISH AUSTRALASIAN COLONIES. 


Banking in Australasia is carried on under the Scotch system, and the 
only security for circulating notes issued consists of the general assets of 
the banks. The Australasian banks, however, hold in bullion and specie 
a larger reserve against their liabilities, including circulation, than is the 
case in Scotland or England. 

In 1840, the council of New South Wales passed an act requiring from 
all banks of issue a quarterly statement. The other colonies, as they 
were established, adopted the same law. An article by Nathaniel Cork, 
in the thirty-seventh volume of the Journal of the London Statistical 
Society for March, 1874, gives valuable information regarding banking 
in Australasia and statistics compiled from the quarterly statements, 
from which it appears that the outstanding bank-note circulation in 
1872-1873 of the banks of issne in the colonies of New South Wales, 
Queensland, New Zealand, South Australia, and Tasmania, was £ 3,410,- 
ooo. The coin reserve held was over 25 per cent. on all liabilities. 

A curious fact connected with the bank-note circulation of the colonies, 
especially that of Victoria and New South Wales, is the large proportion 
of £I notes issued, being 57.2 per cent. of the whole issue in the former 
and 50.99 per cent. in the latter. It appears that the profits on this 
circulation are not large, as taxes are imposed on the note issues in 
circulation in all the colonies excepting South Australia and Western 
Australia. Edwin Brett, in his article on the history of banking in 
Australasia, read before the Bankers’ Institute, London, October 18, 1882, 
states the rate of taxation in Queensland to be 3 per cent., and in the 
other colonies to be 2 percent. per annum. He also calls attention to 
the fact that although Australasia is a land of gold, and two branches of 
the Royal mint are actively engaged in converting the precious metals 
into coin, bank notes still constitute the chief circulating medium in all 
the colonies. 
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It appears from the June, 1885, number of Australastan Insurance and 
Banking Record, published at Melbourne, that banking in the Australa- 
sian colonies has been much extended since 1873, but that the increase 
in note circulation has been moderate compared with the general in- 
crease in the banking business. 

A bill was introduced in the New Zealand Parliament, in 1885, provid- 
ing that bank notes issued in that colony should be a first charge upon 
the assets, within the colony, of the issuing bank. From appearances, 
this bill is likely to become a law. 


FRANCE, 


Bank notes are issued only by the Bank of France, it having in 1848 
absorbed all previously existing issues and become the sole issuing bank 
in France, with branches in the principal towns. The issue of notes of 
the Bank of France is controlled by the council or directory, who are 
compelled to report to the Government from time to time. The Gov- 
ernment, however, does not appear to interfere with the bank issue, ex- 
cept to see that the legal powers conferred in its charter are not 
violated. At times, however, the Government has guaranteed or secured 
a temporary or excessive issue. The notes of the Bank of France are 
therefore based upon the security of the general assets of the bank, which 
—s times reinforced by aloan on the part of the Government of its 
credit. 

The Paris correspondent ot the London Zcoxomizs?, of June 28, 1879, 
holds that there is no limitation of the circulation of the bank by its 
statutes. During the times that specie payments have been suspended, 
and when the Government has permitted the issue of unconvertible 
notes, or forced currency, a limit is always fixed to such issue. 

From information communicated to the State Department by the 
minister of the United States to France, it appears that notes of the 
Bank of France are legal tender, and are redeemable at sight, either in 
gold or silver five-franc coins, at the option of the bank (silver coins 
r smaller denominations being legal tender only to the extent of fifty 
rancs). 

On October 1, 1885, as shown by the returns of the Bank of France, 
the notes in circulation amounted to 2,786,051,930 francs, the bank hold- 
ing at that time cash amounting to 2,265,636,853 francs, of which 
1,162,987,434 francs was gold and 1,102,649,419 francs silver. 


GERMANY. 


On the 30th of January, 1875, the existing banking law was passed, and 
the Imperial or Reichsbank was established. By this act it appears that 
the Reichsbank, so far as its issue of notes is concerned, takes, to some 
extent, in Germany, the place that the Bank of England occupied upon 
the passage of Peel’s act of 1844. Under the present banking act of the 
German Empire, seventeen of the banks in existence on the 30th of Jan- 
uary, 1875, were permitted to continue their issue of notes to the aggre- 
gate amount of about $27,000,000. In the apportionment of circulation 
between the Reichsbank, or Imperial Bank of Germany, and the other 
banks of issue, about $62,000,000 was allotted to the Imperial Bank, and 
to this was added certain issues of fifteen other banks which had for- 
feited their right of issue by lapse of charter, voluntary renunciation of 
the right of issue, or by decision of the Government. Under the present 
act, banks other than the Reichsbank issuing notes in excess of the limit 
prescribed, except when protected by cash security, are compelled to pay 
an annual tax of five per cent. on such excess. The amount of notes free 
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of duty; that is, not incurring this five per cent. tax, is quoted every 
week in the German papers. The Imperial Bank appears to have the 
right of unlimited issue under the control of the Imperial Debt Com- 
missioners, and under the present act has practically the control of the 
issuance of bank notes throughout the Empire. The singular provision 
in regard to the annual tax of five per cent. on circulation, issued in 
excess of securities deposited, is no doubt, intended to permit additional 
issues in times of financial distress. How far this expedient will meet 
the end for which it is evidently intended, has never, it is believed, been 
practically tested. The Imperial Bank is compelled to hold an amount 
equal to at least one-third of all its issues in German coin, imperial legal- 
tender notes, gold bars, or foreign coin; the remaining two-thirds of its 
issues must be represented by discounted bills having not more than 
three months to run. 


AUSTRIA. 


The exclusive right of note issue of the Empire of Austria was con- 
ferred on the Austro-Hungarian Bank, with a charter extending from the 
ist of July, 1878, to the 31st of December, 1887. This bank was the out- 
growth of the forced currency of the Austrian Empire, Austria having 
contracted liabilities to the National bank, prior to 1878, in the amount 
of $40,000,000. 

The notes of the Austro-Hungarian Bank are redeemable in the coin 
of the realm, at its two head offices in Vienna and Budapest, and in case 
notes are not so redeemed within twenty-four hours after demand the 
bank forfeits its charter. The bank is authorized to issue $100,000,000 
of notes without security being deposited in trust, but is compelled to 
maintain sufficient reserve to meet demands under the penalty above 
stated. The bank also has the privilege of issuing additional circula- 
tion upon the security of gold or silver bullion, and also appears to be 
permitted to issue notes against miscellaneous security. The exclusive 
privileges granted the bank seem to be compensated for by its relations 
to the Empire. It is compelled at all times to buy the mint pound of 
silver, coin, or bullion, with 45 florins in bank notes, and forward this 
bullion for coinage. It must also furnish notes of such denominations 
as are desired by the public in exchange for other denominations of its 
issue. It is compelled to accept the Government issues of currency as 
money, these issues forming a debt of the country similar to our legal- 
tender notes. The bank, however, has the right to issue its own notes 
on the security of the Government currency, the same as on coinor bul- 
lion. The circulation of Austria consists of a trifle less than one-half of 
notes of the Austro-Hungarian Bank and the balance in notes issued by 
the Government. 


BELGIUM. 


The issue of bank notes is confined to the National Bank, which has 
a charter for thirty years from January I, 1873. While the Government 
reserves the right to extend the privilege of issue to other banks, and 
while, theoretically, bank notes may be issued by any individual, firm or 
company (except a corporation of limited liability), the notes of the Na- 
tional Bank are legal tender to the Government, which controls its 
issues and business, and on account of this feature the bank really has 
the monopoly of issuing bank notes. The security to the note-hold- 
ers rests principally upon the Government supervision of the bank, the 
investment of a certain portion of its capital and reserve in Govern- 
ment funds, and its being compelled, under the Act, to hold coin or 
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bullion to one-third of its total liabilities to the public (deposits and 
notes outstanding). 

This reserve may, however, under the authority of the Government, be 
reduced to 25 per cent. of its liabilities. There appears to be no limit 
to the issue of circulation. 

NETHERLANDS. 


The Nederlandsche National Bank enjoys the monopoly of issuing 
bank notes in the Netherlands. This bank was founded in 1814. Its 
present charter dates from 1864, for a period of twenty-five years. The 
bank issues two classes of notes, one class amounting to about 
$4,000,000, covered by the Government debt. This issue is called State 
notes. Bank notes of the National Bank proper are issued without any 
fixed maximum limit. The bank, however, is compelled to carry at least 
40 per cent. of gold coin or bullion against the aggregate liabilities to 
the public for deposits on call and bank notes. : 


DENMARK. 


The Bank of Copenhagen has the exclusive privilege of issuing bank 
notes in Denmark. They may be issued apparently without limit, and 
rest upon the security of the general assets of the bank. Against the 
first $8,000,000 of notes issued the bank must hold good and easily con- 
vertible assets to the amount of 50 per cent. of their issue. For any 
excess over the $8,000,000 the bank must hold a metallic reserve consist- 
ing of legal tender, coin, gold bullion, and foreign coin, and may hold 
silver bullion and silver foreign coin not exceeding one-third of the 
whole reserve. The metallic reserve is not permitted under the Act in 
any case to fall below three-eighths of the whole circulation. From in- 
formation obtained through the Department of State, the bank notes 
outstanding in Denmark on December 31, 1884, amounted to 73,000,000 
crowns, or about $19,500,000. 

NORWAY. 


The Bank of Norway (Norgesbank), whose charter dates from 1816, 
has the exclusive privilege of note issue in Norway. This charter may 
be annulled by Act of the Storthing, confirmed by the King. Modifica- 
tions of charter have taken place from time to time. The bank has the 
privilege of issuing unsecured notes in proportion to its capital. It is 
permitted to issue two and a-half times its original capital, and also 
issues twice the amount of an increase of capital made in 1818, and one 
and a-half times its increased capital of 1842 and 1863. It also issues 
150 per cent. of notes against its surplus fund, and a further amount of 
notes equal to its gold on hand. The proportion of secured to unse- 
cured notes is about fifteen to ten. The notes of the Bank of Norway 
are redeemable in gold, and are a full legal tender. In consideration 
of the privilege of issue the Government participates in the profits, 
and the bank appears to be practically an institution of the State, and 
the shareholders have no voice in its management. The Government 
does not guarantee the issue, although it would no doubt protect it, on 
account of its relations to the bank. Theoretically, the notes are se- 
cured by the reserve of coin and bullion, the capital, reserve fund, and 
assets of the bank. From information obtained through the Depart- 
ment of State the bank notes outstanding on December 31, 1884, 
amounted to 38,983,500 crowns, or over $10,000,000. 


SWEDEN. 


The Riksbank, or Bank of Sweden, was founded in 1656, and Mr. 
Palgrave, in his Journal of the Statistical Soctety, March, 1873, page 
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117, Claims for Sweden the invention of the bank note, the Riksbank 
a founded, as it will be seen, forty years prior to the Bank of Eng- 
and. 

The Bank of Sweden has a circulation of about $10,000,000, which is 
unsecured, except that the bank is compelled to keep a certain reserve 
as security to the note-holder. The matter of reserve appears to be 
well provided for, as its reserve of gold or silver coin or bullion must at 
no time be less than about $4,100,000, and such gold and silver as is 
deposited abroad or such cash as it has at call with foreign banks and 
companies is also held against its circulation. This regulation has 
been at times suspended, in something the same manner as the Peel 
Act of 1844 has been in England. For more than six months in 1869 
the reserve was below the minimum required by law, and in 1873 the 
issue of notes exceeded the prescribed limits. There are other banks 
.of issue in Sweden, known as Enskilda banks, whose organization ap- 
pears to be in the nature of a private partnership, the liabilities, how- 
ever, being somewhat limited. They issue circulation under certain reg- 
ulations and restrictions, being compelled before issuing notes, to de- 
posit in a place of public safety 25 per cent. of their capital, which has 
unlimited liability (the partners and shareholders in these banks being 
divided into unlimited and limited liability shareholders). No notes 
can be issued against the limited capital until 75 per cent. of such 
Capital is deposited. In addition to the notes issued upon these de- 
posits, bank notes may be issued on coin and notes in hand, gold and 
silver bullion, upon such balance as the Enskilda Bank may have with 
the Riksbank or Bank of Sweden, and also upon approved securities. 
This class of bank notes must not exceed 50 per cent. of the entire 
capital. The regulations for issue of bank notes in Sweden appear to 
have ceen carefully considered. Upona bank meeting with loss which 
impairs its capital 1o per cent. and reduces its reserve, the association is 
compelled to liquidate. 

RUSSIA. 

Bank notes are issued in Russia exclusively by the Imperial Bank, 
which was chartered in 1860 with a capital of about $12,000,000, By its 
charter it has the exclusive issue of bank notes in Russia for twenty- 
eight years. The Imperial Bank seems to have no limit to its issue of 
circulation. The increase of its circulation, however, is usually made in 
response to the requirements of the Government whenever an exigency 
or a deficit in the annual revenue occurs. The bank appears to furnish 
a paper circulating medium to the Government in addition to the 
amount previously issued, which, finding its way into the channels of 
trade, produces inflation, In 1873 the bank had outstanding upwards 
Of $600,c00,000 of bank notes, against which it held as specie reserve 
only about $43,000,000. On November 1, 1879, it is estimated the circu- 
lation was upwards of $900,000,000. This circulating medium was then 
worth in gold about 60 per cent. of its face or nominal value. 


SWITZERLAND. 


Notes are issued in Switzerland by banks of two classes—cantonal 
and joint-stock banks. (See London Banker's Magazine, December, 
1878.) The issues are unlimited. In 1879 the entire issue of thirty-five 
banks was about $20,000,000. Notes are received between banks, and 
business interchanged under an agreement,.the intefchange being car- 
ried on in something like the manner that business of a clearing-house 
is conducted. In some States of Switzerland banking appears to be 
free from restriction in regard to the issue of bank-notes, which are 
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subject to a tax of % percent. perannum. Note-holders of the banks 
of Switzerland have no preference over other creditors. The present 
issue of bank-notes, as appears from information furnished to the De- 
partment of State, was over $25,000,000 on December 31, 1884. 


ITALY. 


In order to eliminate from the circulating medium of the country the 
large amount of illegal and badly-secured issues of bank-notes which 
then existed, the law of April 30, 1874, was passed, after an elaborate 
examination into methods of other countries in dealing with the same 
rE. subject. This act limited the emission of bank-notes to six associated 

banks, which were required to issue $200,000,000 to the Government of 
Italy, the Government paying interest on the amount of notes so loaned, 
and the banks being liable for their payment ratably to their capital. 
This issue of notes was for the purpose of taking up certain Government 
loans, and each of the associated banks was permitted in addiiion, for 
its own use, to put out a certain amount of circulation which might be 
regulated by the Government to 40 per cent. of the capital of the bank. 
The associated circulation is practically the debt of the Government, as 
Government securities equal in amount thereto were issued to and held 
as security by the associated banks for the loan of this circulation to the 
Government. The notes issued by the banks in their individual capacity 
are redeemable in coin or in the association notes. Banks are com- 
pelled to report to the Government full particulars in regard to their 


1ssues. 





SPAIN 


Bank notes are issued in Spain only by the Bank of Spain, with the 
head office at Madrid, which has between twenty-five and thirty branches. 
The bank is permitted to issue notes to three times its capital, which 
are issued entirely on its credit. The bank is required to keep a reserve 
of 33 per cent. of its note issue in coin or bullion. The notes, theoreti- 
cally are payable in gold on demand, but a considerable portion of its 
issue appears to be simply promises to “ pay to bearer,’’ the words “‘ on 
demand ” or “presentation” having been left out, and no statement is 
made as to whether or not the note is payable in gold or silver. The 
bank does not readily redeem its notes. They have been at a discount 
in Madrid, and their circulation is somewhat limited. 


PORTUGAL. 


Bank notes are issued in Portugal by the Bank of Portugal, and cir- 
culate principally in Lisbon and Oporto. There are other banks of 
issue also in those cities, as well as in several of the smaller towns, 
whose circulation is not so generally current in business transactions. 
The Bank of Portugal has peculiar privileges, and contends that other 
banks have no right to issue circulation. The charter of this bank ex- 
pired in 1876, and it exists only under a provisional renewal. Its notes 
| are payable in gold on demand, with the exception of a small portion 
| which are payable in silver and copper. These last circulate in Lisbon 
only, where copper is legal tender to one-third of all payments. The 
English sovereign is legal tender in Portugal. Note-holders of the 
Bank of Portugal are not better secured than the other creditors of the 
bank. The bank notes outstanding in Portugal on December 31, 1884, 

as reported to the Department of State, was $6,303,000. 


JAPAN. 


Bank notes are issued in Japan by banks organized under a National 
bank act similar in terms to that of the United States. The first regu- 
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lations of this act were issued in 1872, and were revised and amended 
in September, 1876. There were, on June 30, 1882, 148 National banks 
in Operation in Japan, with 110 branches. These banks had at that 
date outstanding circulating notes to the amount of 34,358,868 yen.* 
There is also one so-called specie bank at Yokohama. This bank has 
the privilege af issuing “silver notes” to the extent of a million and a 
half yen. It apparently had outstanding in 1882, notes to the amount 
of 294,520 yen. The notes issued by the National banks are secured by 
a deposit of Government bonds, and the banks are under the supervision 
of the Banking Bureau of the Imperial Finance Department of Japan. 
The operation of the National bank act appears to have been of service 
to, the country, and the notes issued by the banks circulate freely 
throughout the Empire. ; 

On the 27th of June, 1882, the Government of Japan established an in- 
stitution to be known as the Bank of Japan, with a charter limited to 
30 years, and a capital limit of 10,000,000 yen, business to be confined to 
non-hazardous transactions, and ‘the bank required to transact such 
Government financial business as it shall be directed to perform. The 
issue of bank notes is prohibited for a time. The organization of this 
bank is similar to that of the Belgium State Bank. Its president is 
appointed directly by the Emperor, the Government subscribing for one 
half of its capital. It is evident that the intention is that this bank shall 
at some time in the future issue circulation under the direction of the 
Government.—Comfptroller Cannon’s Report. 


RAILWAYS IN CHINA. 


Railway construction in China is coming before the outside world in 
a practical form, for discussion at all events, and perhaps for definite 
solution. On more than one side we hear that the Chinese Government, 
yielding to the exhortations of Li Hung Chang, have decided to sanction 
not merely the introduction of the iron horse in principle, but the actual 
commencement of certain lines of communication. In the prospectus 
of the last Chinese loan special mention is made of these undertakings, 
and it is no secret that several of the most important mercantile firms in 
China, as well as other bodies who have less acquaintance with Chinese 
matters, are at the present time engaged in the task of preparing plans 
and estimates in connection with these enterprises. This heightened 
interest may have no other significance than it derives from the hopes 
of those who see in China the one wealthy country in the world which 
has refused the aid of Western engineers and capitalists ; but it is not of 
immediate importance to discuss the speculative question whether the 
Chinese Government are now sincere in their verbal patronage of rail- 
ways, or whether these protestations are made merely to gain the ap- 
proval of those who contribute to Chinese loans. A more practical and 
interesting subject presents itself in the consideration of the proposed 
railways, and of one other line which, although not proposed, seems to 
have some recommendations in its favor. 

The principal of the proposed lines are one from Tien-Tsin to Peking, 
and another from Tien-Tsin southward through the provinces of Shan- 
Toong and Kiang-Soo to Chin-Kiang-Foo, or possibly Nanking, on the 
great river Yang-tse-Kiang. A third proposition is to connect Nanking 


* The silver yen is valued at 86.9 cents. 
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by rail with either Hang-Chow or Shanghai, and a fourth is to carry out 
a similar project between Canton and Nanning, near the southern fron- 
tier. Of these proposals the first has been the most definitely described, 
and it may even be said the most favorably received, by the Chinese 
authorities themselves. This may be due to the great influence and 
personal ascendancy of Li Hung Chang in this part of Cina, but there 
can be no doubt that if the capital sets the example in encouraging rail- 
ways and in allowing them to be laid down in its immediate neighbor- 
hood there will be an end to all opposition in the rest of the country. 


Now, the first two of these lines lay claim to the great recommendation 


in their favor tlat they would facilitate the dispatch of merchandise 
and provisions to the capital. They would simplify the feeding of the 
large population of the great city of Peking. In past ages, as at the 
present time, that operation was performed by water, originally alto- 
gether and still to some extent by the Imperial and Grand Canals, but 
more recently by coasting vessels from the various ports to Tien-Tsin. 
The chief reason of the willingness shown by the Chinese to close the 
Tonquin question, when the fortune of war showed some signs of veer- 
ing round in their favor on the Songkoi, was the threat of the French to 
stop the rice ships ex route to Tien-Tsin. In that moment of extremity 
it was thought that the rice might be brought as of vore to the capital 
via the canals, but a brief examination sufficed to show that these had 
been so neglected that it would take large sums of money anda consid- 
erable period of time to render them navigable. 

The sea route being one now admittedly exposed to interruption in 
case of war with any naval power, the practical point to be decided is 
whether the canals shall be thoroughly renovated, or whether a new 
means of communication shall be provided through the instrumentality 
of a railway. Arguments can be brought forward for both suggestions, 
but the strongest of all arguments is in favor of the latter—viz., that 
the foreigner will lend his money for that object, but not for repairing 
and cleaning out the great canals constructed by Yangti and other Em- 
perors of the past. 

We need not discuss the prospects of such lines as these in any close 
detail at the present moment, when no surveys have been made. Only 
a few general observations can be made with safety. Tien-Tsin is 
about 80 miles from Peking, and as both of those towns are places of 
great commercial activity, as well as large population, there can be little 
or no doubt that a railway between them would prove a very remuner- 
ative undertaking, so long as the Government bestowed upon it counte- 
nance and protection. The second line would also pass through well- 

opled provinces, and several large towns, such as Tsang, Lin-Tsing, 

see-Nan, &c., and along a recognized trade route. It would have what 
may be considered the additional advantage of traversing a part of 
China which has not maintained its earlier high state of prosperity, 
and which may therefore be deemed susceptible of greater improve- 
ment than those districts which are admittedly well cultivated and the 
centers of a flourishing trade. On the other hand, it would be a much 
more serious and costly undertaking than a line from Tien-Tsin to Pe- 
king. Its mere length would not be less than 600 miles, and probably 
might be nearer 700 miles, and the Government might have some diffi- 
culty in securing for it the respect from the people, which is one of the 
first essentials if the support and sympathy of Europeans are to be en- 
listed in the undertaking. Moreover, this line would always have, in 
time of peace, to reckon with the active competition of the sea route. 

The real stumbling block which has to be removed before any of these 
designs will be realized, is one of sentiment. The Chinese are loth to 


ee rete ane Sire linlin ht is Ie whch POP sire A nt oi pit Ra ae 8) ere races mete 


hee ee ee ee ee ee 


bm enn anon vee oe 


as te 


PRE 


PE RE ORT EO aE MS ne ee Se 


CID Shea 


tet 


| 











526 THE BANKER’S MAGAZINE {| January, 


begin any ot these railways, because they conceive that they will bene- 
fit foreigners more than themselves. hat has to be done is to con- 
vince them of the contrary, and this can only be accomplished by select- 
ing a quarter for the first railway where foreign trade is small and Chi- 
nese traffic great. As the Chinese Government intend to treat these 
lines as Stategrailways, the very best undertaking to convince the Chi- 
nese of our unselfish desire for the introduction of railways into their 
empire would, perhaps, be the construction of a strategical line from Pe- 
king to Mookden, the capital of Manchooria. Its advantages would, no 
doubt, be military and political, rather than commercial, but they are 
sufficiently obvious, and the Marquis Tseng would confer a material 
favor on his country if, on his return to China, he were to advocate 
such a project. It would certainly have the one great recommendation 
that it could not be attributed to the selfish purposes of Europeans. 





PERIODIC COMMERCIAL AND FINANCIAL FLUCTU- 
ATIONS CONSIDERED IN THEIR RELATION 
TO THE BUSINESS OF BANKING. 


[CONTINUED FROM THE DECEMBER NUMBER. | 


Il. 


The regular and quickly recurring variations in commercial and finan- 
cial affairs having now been touched upon, there remains another 
species of fluctuations, probably the most important of all, and the 
hardest to account for satisfactorily. These are the Commercial Crises 
proper which come periodically, at intervals of ten or eleven years, and 
are long remembered by the disaster and ruin they leave behind them. 
Although they are not counted among the regular commercial fluctua- 
tions, it is still one of the most remarkable circumstances attending 
them, that they have an undoubted periodicity, and that the divergence 
has been slight in the length of the intervals that have separated them. 
An inquiry into their nature and causes may be divided under the fol- 
lowing heads: 

1.—What is properly understood by a Commercial Crisis ? 

2.—How do Commercial Crises arise ? 

3.—Can any explanation be given of their periodical recurrence, 
or any reason for the particular period of ten or eleven 
years ! 

We may take these three questions in their order, and, as far as pos- 
sible, deal with them separately. 

1.—A Commercial Crisis is, in one word, a collapse of credit. In all 
countries where commerce is highly organized, credit has superseded the 
system of merely cash transactions, and England is the country where 
this process has been carried furthest. In England, more than any 
other country, the discrepancy is wide between the immense transac- 
tions of trade and the actual reserve of money, upon which the credit 
system rests. This highly-developed organization is not all gain; it 
brings with it dangers of its own. The day is always liable to come, and 
sometimes it does come, when the credit system is put to the test, and 
an attempt is made to call in those debts payable on demand, which 
form by far the greatest proportion of the liability of our credit institu- 
tions. Whenever the attempt is seriously made, it is very speedily seen 
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to be impossible of realization. In England, therefore, there is a pecu- 
liar liability to commercial and financial panics. These may arise in 
many different ways; many different kinds of accidents may form their 
immediate causes; they may affect now one class of industries most 
severely, and again another; but the pressure and the calamities they 
cause are always due to this feature of them, that they mean a collapse 
of credit. To bankers particularly, it matters little what are the dis- 
tinctive circumstances in the origin of any such crisis. The one feature 
common to them all, which concerns bankers more than ail the rest of 
the commercial community, is a great and universal demand for actual 
cash. As credit is simply “the disposition of one man to trust another,” 
to confide in his promise to pay, so such a demand arises from a con- 
trary disposition, from a spirit of suspicion and distrust laying hold on 
the minds of business men. At such a time many traders who used to 
be trusted implicitly, begin to be suspected, their solvency questioned, 
and many begin to fear that suspicion may be attaching itself to them. 
The result is twofold; those who are distrusted, if they are in a weak 
position, are unable to stand the sudden contraction of their credit, and 
fall; and all merchants take steps to strengthen themselves to meet 
their engagements, by increasing their command over actual cash, the 
best and only means. If this mood of distrust rises to panic, it neces- 
sarily entails calamity. Actual cash cannot be provided for all possible 
demands. The credit system cannot, if it breaks down, be replaced by a 
cash system in a day. At any moment a shock to credit of much 
violence may produce these evil consequences, because the condition of 
them remains permanently with us in the vast disparity between the 
great system of credit transactions and the cash reserve that forms their 
basis. 

Mr. Bagehot, in his “ Lombard Street,” points out very clearly how 
this condition of things has been aggravated, and this demand for cash 
‘rendered more effective, by the development of our banking system, and 
the spread of banking facilities into the remotest corners of the country ; 
for this has brought about a change in the manner in which the money 
of the nation is disposed of. Where banking institutions are less known 
and less trusted, the treasure of the rich and the savings of the poor are 
not deposited, as they are here, in the keeping of bankers. Money is 
hoarded, and exists, as it were, in a thousand separate tanks and cisterns, 
instead of being drained off like ours, into great rivers and lakes. The 
capital of the nation is with us made usable as no capital ever was be- 
fore. The modern system of banking has created a money market in 
London, such as has never existed elsewhere in the world. This high 
development, doubtless, gives continual support and stimulus to trade; 
but with this element or risk always present, that the deposit money 
that forms ihe chief part of the resources of bankers, is repayable to the 
depositors on demand. 

t is here that the pinch of a great commercial and financial crisis 
comes ; this is its acute stage, arrived at in the end by whatever particu- 
lar accidents the crisis may have started, or by whatever special circum- 
stances it may have been distinguished. If the panic goes on, it culmin- 
ates in the putting in force of this always possible demand for the deposit 
money which is held by bankers. We know by experience that such a 
demand speedily exhausts the supply, and that frequently it has been only 
by the use of extraordinary and extra-legal means that the violence of 
the panic has been overcome. 

2.—In the preceding paragraphs has been described what is generally 
understood by a commercial crisis, but such monetary pressure and 
difficulty, in reality, only form the culminating point in a great fluctua- 
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tion, of which the panic is nothing more than the most striking 
symptom or sign. Our next question—how such Crises originate ?—is 
to be best answered by considering what is the usual course of these 
great fluctuations. 

The immediate starting point of a panic has often been a visible dim- 
inution of available capital, as exhibited in the decrease of the reserve 
of the Bank of England. It is not surprising that such a decrease, if 
carried to any unusual extent, should give rise to alarm, for it is a symptom 
of danger, and an index of the general diminution of the available capital 
of the country. Fully to account for such a general drain upon the 
available resources of the community is in reality to explain the origin 
of commercial crises. 

No doubt drains of this kind have often been occasioned by circum- 
stances that might strictly be called accidental. A sudden necessity has 
sometimes arisen, for example, after a bad harvest, to import largely 
some of the first necessaries of life. A striking instance of this occurred 
in the panic year 1847 and the years immediately preceding it. Wars or 
huge new speculations may be and have been causes of great pressure 
upon the ready capital of the nation. For any one of these events 
necessitates a transfer of capital, and if the scale of operations is large, 
bullion has to be employed to carry them through. So far as events of 
this kind are rightly termed accidental, they do not come within the 
scope of our inquiry. But apart from these accidents, great vari- 
ations take place in the amount of capital available for the requirements 
of trade. 

There is a reason, obvious on the very surface, for such fluctuations. 
Seasons vary widely in their character; they may be extremely favorable 
or extremely unfavorable to agriculture, and the difference to the 
wealth of the country extends to very many millions sterling. 
When we reflect that favorable and unfavorable years do not come 
singly, but in groups, it becomes manifest that the effects produced by 
such alternation upon the national prosperity must be immense. The 
overplus in years of plenty is so much added to our floating capital, the 
deficiency in years of scarcity is so much deducted from it. Mr. Wilson, 
in his “ Capital, Currency, and Banking,” published in 1840, gives some 
statistics which set this point in a very vivid light. Taking a stated 
average consumption of wheat, which he puts, arbitrarily for the pur- 
poses of the inquiry, at 16,000,000 quarters, he shows what must have 
been the cost to the nation of this prime necessity in each of the years 


named. 


Cost of Foreign Wheat 
Average price. Whole cost of Wheat consumed, at 15s. per gr. 
less than British average. 


s. @. 4 & 
1817 904 0 75,200,000 eee 4,032,748 
1822 43 3 33,600,000 ‘emg Nil. 
1829 66 3 53,000,000 sees 31495,813 
1835 39 4 31,400,000 sees 34,654 
1839 jo 8 56, 533,333 see 7:515,864 


In such figures alone there is sufficient explanation of very great fluc- 
tuations in the trade and prosperity of the country. It is a well-under- 
stood fact in political economy that a good harvest, and more especially 
a succession of good harvests, is the first condition of general com- 
mercial improvement, for the amount saved in the purchase of food 
goes into the common stock which is available for all other purposes. 

It is, however, one of the most noticeable circumstances in the recur- 
rence of crises, that they come asa rule not, as we might expect, after a 
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series of bad years, when harvests have been poor and food dear, but 
after a succession of plentiful seasons. The visible scarcity of loanable 
capital, and the rapid rise in the rate of discount, which mark the de- 
velopment of a crisis, usually follow a continued abundance of capital 
and a long period of cheap money. The process has been often de- 
scribed. There come a few prosperous years, succeeding each other, 
during which the savings of the country accumulate. Our floating 
capital increases beyond the amount that the normal expansion of the 
industries require. Savings grow faster than the outlet for them in in- 
vestments. The abundance of money makes it cheap, and easily obtain- 
able for any project that offers reasonable chance of profit ; and with the 
overplus of accumulation the demand becomes stronger for channels of 
investment. All circumstances, then, combine to set in motion a spirit 
of active enterprise in commerce and finance. There is cheap money ; 
there is a necessity for investment; and there is the hopeful and san- 
guine spirit engendered by prosperous times, so that it hasalmost invari- 
ably happened that a severe crisis in commercial affairs has been pre- 
ceded by a period of speculation. The investing mania has been directed 
to very various objects, determined by the circumstances of the time, 
some intrinsically worthless, others of the highest permanent value, but 
it has always very speedily turned a superabundance of available capital 
into a scarcity. The reason is this, that such investments mean the 
rapid conversion of floaténg into fixed capital; an operation that in- 
volves the withdrawal from the ordinary industries of the capital 
needful for their support and due expansion. The process has been 
described as follows by a distinguished financial writer, Mr. James 
Wilson.* 

“Suppose such an unusual expenditure to take place in the construc- 
tion of a railway. Suppose £ 25,000,000 raised by the directors by 
‘calls.’ The shareholders, from their various sources, transfer to the di- 
rectors the command over so many commodities, and a new consump- 
tion to this extent is suddenly called into existence. The demand for 
labor is increased, wages rise in all branches connected with the opera- 
tion in question, and a greatly increased consumption begins. The 
chief articles of which such increase in consumption takes place are 
those of food; but while this increase of consumption goes on, there 
is rather a tendency for production to diminish, in consequence of the 
higher wages, and in some places the withdrawal of labor from field in- 
dustry to railways. The consequence is, that with such increased con- 
sumption and the higher price which ensues, large importations are 
promoted to make uy the quantity required for such increased consump- 
tion; but for those importations there are no commodities called into 
existence to be exported in payment of them. On thecontrary, at such 
a moment, in place of an increase of exports corresponding with the 
food imported, the tendency which all commodities have to rise in price 
in the home market, has rather the effect of checking and lessening 
the amount of our exports, when they require most to be increased.” 

Here, then, we have what may be termed the natural history of a com- 
mercial crisis, in the three distinct stages of accumulation, excitement, 
and reactzon. All these are to be observed in the circumstances attend- 
ing most of the crises through which our commerce has passed. The 
remarkable panic of 1825 was preceded by three years of plentiful har- 
vests and cheap food in 1820, 1821 and 1822; and the accumulations of 
those years gave the means, while the general prosperity gave the stim- 
ulus, to a great investing mania. Foreign loans and foreign mining 


*<** Capital, Currency, and Banking,’’ 1840. 
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schemes became the principal objects of speculation, but to these were 
added many great projects at home of the most diverse kinds. The 
money actually paid in taking up these foreign loans and starting the 
various companies then projected, is stated by Mr. Wilson on the au- 
thority of a parliamentary return, at £ 34,000,000. The investing craze, 
moreover, extended to all kinds of produce, of which large stocks were 
accumulated by merchants, in the belief that the higher range of prices 
they had reached would be permanently maintained. Such a movement 
of rapid absorption of capital had its usual and inevitable effect, as to 
which Mr. Bagehot lays it down asa law that, when the time of reac- 
tion comes, money will grow scarce and dear more quickly, and to a 
greater degree than previously it became plentiful and cheap. Similar 
processes are to be traced in the crises that have followed that of 1825, 
the mischievous element in all being an expenditure of our floating 
capital beyond what the means of the country could fairly afford. 
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REPUDIATION OF FRAUD OF AN AGENT. 
SUPREME COURT OF PENNSYLVANIA. 
Hughes v. First National Bank of Waynesburg. 


A bank cannot repudiate the fraud of its agent and at the same time retain the 
fruits of the crime. 

Where bonds are left with a bank as a special deposit, and afterward hypothe- 
cated by the cashier for a debt of the bank, and sold, and the proceeds applied 
toward the payment of the bank’s indebtedness, without the knowledge or consent 
of the depositor, such hypothecation and sale constitute a fraud on the depositor, 
and the Statute of Limitations does not begin to run against his claim until the 
discovery by him of the fraud. 


Action of assumpsit brought by the plaintiff to recover the sum of 
$2,400, with interest from the first day of January, 1876. The writ was 
issued on February 18, 1882, andthe defendant pleaded xox assumpstt 
and non assumpsit infra sex annos, payment with leave, etc. July 1, 
1882, plaintiff replies to plea of zon assumpsit infra sex annos by special 
replication that the defendant bank, in violation of the trust and confi- 
dence reposed in it, had converted and did convert certain bonds to the 
amount of $2,400 to its own use, and fraudulently and deceitfully neg- 
lected and refused to give information thereof, and kept the defendant 
entirely ignorant thereof until about the 1st of January, 1877, less than 
six years before the commencement of this suit, when the said plaintiff 
accidentally discovered such concealment and fraud, etc. 

It was proven that the semi-annual interest on these bonds was paid 
by J. C. Flenniken, the cashier of the bank, up to January 1, 1876. 

It is part of the history of this case that on the 2d of October, 1871, a 
certificate was also given to Luse & Bailey, guardians of other children 
of John Bell, deceased, for $9,000. There was an attempt made to hold 
these guardians responsible on the settlement of their accounts in the 
orphans’ court of Greene county, but on account of John Bell having in 
his lifetime put confidence in the bank and its officers, and the conduct 
of the guardians being without fault, the Court refused to charge their 
account with the proceeds of these bonds; and this ruling was sustained 
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by this Court on an appeal from that decree. Since that decision, Luse 
& Bailey having found out in a trial had against J. C. Flenniken, cashier, 
for embezzlement, that he had not only allowed these bonds to be pledged 
to Ira B. McVay & Co., for money borrowed for the bank, but Ira B. 
McVay & Co. had sold them and the dank got the benefit of the proceeds 
of them some years before. The testimony showed that Mr. Hughes 
had confidence in the bank and its officers, and when he called for the 
bonds, was told they were in Pittsburgh for safekeeping, and he continued 
to receive the interest on them semi-annually until January 1, 1876. In 
April, 1876, John C. Flenniken was put into bankruptcy by his creditors, 
and when asked again for these bonds, said he (*ndzvzdually) had pledged — 
the bonds to Ira B. McVay and they had been sold. Upon hearing this, 
these guardians had him indicted for embezzlement, and upon the trial 
in that case first learned that the First National Bank had received the 
benefit of the whole of the proceeds of the $11,400 of bonds. Upon this 
Luse & Bailey sued the bank and recovered a judgment for $ 12,000, to 
which a writ of error was taken and affirmed in this court. 

PaxsoN, J. The single question presented by this record is whether 
the learned judge or the court below was correct in holding that the 
plaintiff's claim was barred by the Statute of Limitations. The action 
was assumpsit, and to the defendant’s plea of om assumpsit infra sex 
annos the plaintiff replied specially that the defendant bank, in violation 
of the trust and confidence reposed in it, had converted and did convert 
certain bonds to the amount of $2,400 to its own use, and fraudulently 
and deceitfully neglected and refused to give information thereof, and 
kept the plaintiff entirely ignorant thereof until about the 1st of Janu- 
ary, 1877, less than six years before the commencement of this suit, 
when the said plaintiff accidentally discovered said concealment of 
fraud. 

It may be that in the origin of this transaction the bank was not re- 
sponsible for the bonds. They appear to have been received for safe- 
keeping by B. F. Henniker, who was the cashier, as an individual trans- 
action and for the accommodation of the plaintiff. 

There is no trace of any authority from the board of directors to re- 
ceive such deposits. But when Mr. Henniker, as cashier, pledged the 
bonds for the debt of the bank to Ira B. McVay & Company the matter 
‘became a transaction of the bank; the fraud of Mr. Henniker became 
the fraud of the bank, and his concealment of the pledge became the 
bank’s concealment. The bonds were subsequently sold by McVay & 
Company, and the proceeds went to pay the defendant bank’s debts. 
The bank cannot retain the fruits of the crime and repudiate the fraud 
of its agent. No authority is needed for so plain a proposition. 

The certificate of deposit bears date October 2, 1871. The suit below 
was commenced February 18, 1882. It was not until the month of April, 
1876, that the plaintiff was informed that the bonds had been pledged 
and sold and the proceeds credited to the bank. It is true that the 
plaintiff called at the bank in 1874, and at several other times subse- 
quently, to get his bonds and take them away. But he was always put 
off with excuses; he was informed that the bonds had been sent to 
Pittsburgh for safekeeping. In the meantime the bank continued to 
pay him the interest, even after the bonds had been sold. And this was 
a fraud and concealment well calculated to throw the plaintiff off his 
guard. Repeated promises were made to him by the cashier to get the 
bonds from Pittsburgh and return them. But they never came. Per- 
formance of the promise was evaded and fresh promises substituted. 

It may be that there were circumstances of suspicion calculated to 
alarm a prudent man. If we concede this to be so, it does not help the 
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defendant bank. It cannot take advantage of its own wrong. Holding 
the plaintiff’s property, and having fraudulently converted it to its own 
use and concealed the fact from him, we will not be astute to hold the 
plaintiff to knowledge which he did not possess. 

The concealment of the fraud prevented the running of the statute. 
Morgan v. Tener, 83 Penn. 305; Weckersham v. Lee, id. 416. 

From April, 1876, to the commencement of this suit was less than six 
years. The jury should have been instructed that if the fraud was con- 
cealed from the plaintiff until April, 1876, the plaintiff's claim was not 
barred by the statute. 

The judgment is reversed and a venzre factas de novo awarded. 

Eastern Reporter. 





GIFT OF SAVINGS BANK DEPOSIT. 
SUPREME COURT OF MASS. 
Scott v. Ford. 


Te constitute a deposit in a Savings bank in the name of another a gift, the de- 
posit must be made with the intention of making a gift, which must be accepted by 
the intended donee. 

F., having been notified by the treasurer of the bank where she was a depositor, 
that a certain amount standing to her credit was not entitled to draw interest, be- 
cause in excess of $1,000, made deposits in the name of each of the plaintiffs, 
without their knowledge, and retained the deposit-books. In actions brought by 
each of plaintiffs against the bank to recover moneys deposited in their names, de- 
fendant offered to show that the deposits were made to avoid the provision as to 
interest on sums exceeding $1,000; declarations of F. to the effect that she never 
intended that the title to the money should pass to plaintiff; also statements made 
to the Justice of the Peace who drew her will, that it was not her intention to give 
the money to the alleged donee ; this evidence was objected to and excluded. 


W. Allen, J. Mrs. Ford, the claimant’s intestate, deposited her money 
in a Savings bank in the name of the plaintiffs, and the claimant is en- 
titled to it unless his intestate made a gift to each of the plaintiffs, of 
the money deposited inhername. Lroderickv. Waltham Savings Bank, 
109 Mass. 149; M/cCluskey v. Provident Institution for Savings, 103 id. 
300. To constitute a gift to the plaintiff the deposit must have been 
put in her name with the intention of making a gift of it to her, and it 
must have been accepted by her. The difference between this case and 
Sweeney v. Boston tive-cent Savings Bank, 116 Mass. 384, is, that in that 
case the donee was present when the deposit was made, and the donor 
delivered the deposit-book to her. Inthe case at bar the deposit was 
made without the knowledge of the donee, and the deposit-book was 
retained by the donor. Upon the question of the intention of Mrs. 
Ford in making the deposits, the letter of the bank to her, and her 
declarations relating to it, are competent. The length of time between 
the declarations and the deposits affects the weight, but not the compe- 
tence of the evidence. Upon the question of Mrs. Ford’s intention in 
holding the book before the gift was perfected—whether she held it as 
owner or as agent, or depositary for the plaintiff—her declarations and 
acts while holding it, showing the character of the act, are competent. 
The taking of the order from the plaintiff for payment to herself was an 
act, the significance of which depended upon her interest in it. Whether 
exercising dominion over the deposit as owner, or recognizing the do- 
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minion of the plaintiff, and her declarations and letters respecting it, 
are competent. The letter to the plaintiff, Elizabeth A., was sufficiently 
identified as coming from Mrs. Ford by containing the order and being 
acted on as hers by the plaintiff, and sufficiently appeared to relate to 
the order and should have been admitted. Each plaintiff relied upon a 
particular occurrence as proving the completion of the gift to her. The 
declarations offered of the donor in making her will were after the gift 
was completed, if it ever was, and were either incompetent and immate- 
rial, and were properly excluded. Wahztney v. Wheeler, 116 Mass. 490; 
Whitwell v. Winslow, 132 id. 307. ? 

If the donor made the deposit and kept the book for the plaintiff, 
intending it as a gift to her, the gift would not be perfected until ac- 
cepted by the donee, and acceptance implies a mutual act of the parties 
or an act of one assented to by the other, equivalent to an acceptance 
of a chattel upon oy: Gerrish v. New Bedford Savings Bank, 128 
Mass. 159; S. C., 35 Am. Rep. 365. An acceptance and a completed gift 
might be inferred from the fact that the donor informed the donee of 
the gift with the express or implied consent of the donee. Any act or 
speech between the parties which should show a mutual understanding 
that the gift was made would be sufficient evidence. The instructions 
to the jury were substantially correct, though not verbally accurate; but 
there was error in the exclusion of evidence. 

Exceptions sustained. 





' 
ca 
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USURY. 
SUPREME COURT OF PENNSYLVANIA. 
Gutherte v. Reid. 


Where a National bank receives more than the legal rate of interest in the dis- 
count of a note, the interest-bearing power of the note is destroyed. When once 
so destroyed it remains so 

The question of the amount of the attorney’s fee should not be submitted to 
the jury; that is a question for the court in the exercise of its equity powers. 

An issue to ascertain the amount due on a judgment should clearly state the 
question. 


Paxson, J. The court below was entirely right in opening the judg- 
ment held by the bank against John C. Reid. The satisfaction of the 
judgment, after notice that the amount was disputed, was improper, and 
if not corrected in some form was calculated to work injustice to Reid, 
for the reason that when he should attempt to call the bank to account 
for the proper application of his collateral, the bank could say to him, 
the judgment which we satisfied is conclusive upon you as to the amount 
due thereon. Nor do we see any breach, on the part of Reid, of the con- 
tract with the bank by which the proceeds of the Bagley note were to be 
applied to the claims of the bank held against him. This judgment was 
not specified in said contract; it was doubtless included, but this did 
not justify the bank in applying more money on the judgment than was 
due thereon, especially in the face of a notice not to do so. 

It is settled law that where a National bank takes, receives, or charges 
more than the legal rate of interest in the discount of a note, the inter- 
est-bearing power of the note is destroyed. And when once so destroyed 
it remains so. The taint of the usury clings to it until paid. It is a dead 
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note thereafter so far as interest is concerned : Lucas v. The Bank, 28 
P. F. Smith; Bank v. Karmany, 2 Out. 65. The rule thus indicated is 
a sound one. The object of the Act of Congress is to punish National 
banks for such violation of the law. The obvious way to avoid the pun- 
ishment is not to commit the offence. 

It was urged, however, that Reid, the maker of the note, cannot avail 
himself of this defence, because the illegal interest was paid by Gutherie, 
for whom the note appears to have been discounted. The answer to 
this is, that the bank, by its act, has destroyed the interest-bearing power 
of the note, and can recover no interest upon it from anybody. If this 
had been a suit by Reid to recover back interest paid by Gutherie, we 
would have had a different question, and Bly v. The National Bank, 28 
P. F. Smith, 453, and other authorities cited by plaintiff in error, might 
have had some application. 

What has been saia, we think, sufficiently covers the first nine assign- 
ments of error. It was error, however, to submit to the jury the question 
of the amount of the attorney’s fee. It was settled in Dazly v. Maitland, 
7 Norris, 384, that this is a question for the court in the exercise of its 
equity powers, and is not a proper one for submission toa jury. We 
do not see, however, that any harm has been done by the submission in 
this particular instance, as the amount fixed by the jury is not unreason- 
able. We will not, therefore, reverse for this reason. But we point out 
the error that it may not be made a precedent. 

Some minor errors have crept into the case which must be corrected. 
They are due in part to the fact that the order for the issue was too 
broad. The issue itself was exceedingly informal and vague. The order 
provided that the note on which judgment was entered should stand as 
a mzarr.,and that “an issue is awarded to ascertain the amount due the 
plaintiff on this judgment, January 7, 1881, and the amount of over-pay- 
ment (if any) applied to the satisfaction of the same.” The latter clause 
of the issue should have been omitted. The only proper issue was the 
amount due upon the judgment. That settled, the amount of over-pay- 
ment became a mere matter of arithmetic, about which there could be 
no dispute, and which could not be properly determined in this proceed- 
ing. 

The verdict of the jury followed the vice of the order. It was as fol- 
lows : 

“ August 21, 1883. We find there was due the plaintiff on this judg- - 
ment, January 7, 1881, at the date he applied a part of the proceeds of 
the collateral : 

Ralph Bagley’s note as follows: 





TFET en eee ee er Ee Ry Ree ear $ 3,000 
 ididincdcctehed<Suvraecweenee 63 
a cue dbaeen ene: On $ 3,063 


“We find the excess of application applied by plaintiff to the pay- 
ment of this judgment on January 7, 1881, to be $560.15.” 

The latter part of the finding we may reject as surplusage. The 
proper finding, viz., the amount due on the judgment, is complete with- 
a and we can thus preserve all that is pertinent and valuable in the 
verdict. 

The finding of “the excess of application” led to another blunder. 
Upon it the prothonotary has entered a judgment in favor of John C. 
Reid in the sum of $560.15. There is nothing whatever upon the record 
to base such a judgment upon; it was a matter of some surprise that it 
was not corrected below. It doubtless would have been, had it been 
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called to the attention of the learned court. As it is a mere excrescence 
on the record, we can correct it here. 

The entry of judgment in favor of John C. Reid for $560.15 is stricken 
from the record. Subject to this modification, the proceedings below 
are affirmed. 





¢ 
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NEGOTIABLE INSTRUMENT. 
SUPREME COURT OF MASS. 
Arpin v. Owens. 


The payee of an accepted bill holds the same relation to the acceptor, that an 
indorsee of a note holds to the maker. 

In an action against the acceptor by the payee of a bill who takes it before ac- 
ceptance, want of consideration betweeu the drawer and acceptor is not a defence. 


W. Allen, J. This was an action by the payee of a foreign bill of ex- 
change against the acceptor. The bill was dated February 23, payable 
in thirty days after date, and was accepted March 1. There was evi- 
dence that the plaintiff took the bill from the drawer, on the day of 
date for value, in the regular course of business. The court ruled that 
the burden was on the plaintiff to prove that the defendant had received 
a consideration for the draft, and that, if the jury should find that he 
received no consideration, they should find for the defendant. There 
was evidence of want of consideration between the drawer and the de- 
fendant, and evidence bearing upon other grounds of defence which is 
not material, as the ruling presented but one question for the jury. 
The question presented is whether, in an action by the payee of a bill, 
who took it before acceptance against the acceptor, want of considera- 
tion between the drawer and acceptor is a defence, in other words the 
rule to be applied as to want of consideration as a defence, is that which 
obtains between the maker and payee of a note or that between the 
maker and indorsee. The payee of an accepted bill holds the same 
relation to an acceptor that an indorsee of a note holds to the maker. 
There is avery close resemblance between an accepted bill and an in- 
dorsed note. The indorsed note is evidence of a debt originally due 
from the maker to the payee, and assigned and made due to the indorsee. 
The bill is evidence of a debt originally due from the drawee to the 
drawer, assigned and made due to the payee; and the rule that the title 
of the assignee cannot be impeached by showing want of consideration 
for the original debt, is applicable equally to the indorser of a note and 
to the payee and to the indorser of an accepted bill. The reason, ap- 
plicable alike to payee and indorser, is tersely stated by Vaughan, J., in 
Lowe v. Chifney, 1 Bing. N.C. 267. “How was he to know what had 
passed between the drawer and acceptor?” See Davis v. Randall, 115 
Mass. 447. It is held in this State that upon the question whether a 
promise to accept, made by the drawee to the drawer, is an acceptance 
as to other parties, the knowledge of the promise and presumed reliance 
upon it in becoming parties is material. Lachange Bank of St. Louzs 
v. Rice, 98 Mass. 288. But where, as in the case at bar, there is an ac- 
ceptance upon the bill, it makes no difference in the rights of payees or 
indorsees whether they become such before or after the acceptance. 
Grant v. Hunt. 1 C.B. 44; Wynne v. Ratkes, 5 East, 514; Powell v. Mon- 
nier, 1 Atk. 611. 
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The instrument is negotiable before acceptance, and the acceptance is 
an acknowledgment of the debt it represents, and an absolute promise 
to pay it to the person who is or shall become the holder of the bill, and 
to allow a want of consideration for the acceptance to defeat the right 
of a dona fide holder, whether he becomes such before or after the ac- 
ceptance, would be contrary to the nature and purpose of bills of ex- 
change, and to the uniform usage in regard to them. 

Exceptions sustained. 





_—_—=_ = 


LEGAI. MISCELLANY.: 


LEGAL DECISIONS.—BUSINESS CO-PARTNERSHIP BETWEEN HUSBAND 
AND WIFE.—A decision recently rendered by Judge Brown, of the Su- 
preme Court of the State of New York, merits especial attention. The 
decision referred to affirms that a husband and wife are legally compe- 
tent to enter into a business co-partnership under the laws of the State, 
with the same immunities and liabilities as attach to the separate mem- 
bers of other partnerships. The particular suit in question was brought 
against John P. Kinney and Frederica M. Kinney, his wife, on a promis- 
sory note uttered by them under the firm name of J. P. Kinney & Co. 
The complaint affirmed the fact that the defendants were husband and 
wife, and constituted the firm of J. P. Kinney & Co. at the time the note 
was given, and that the materials for which the note was the considera- 
tion were supplied for, and benefited the estate of, the wife. 

Premising that a partnership existed between the parties, the Judge 
said that the Court of Appeals had decided two questions applicable to 
the case under consideration: First, a married woman may control a 
business co-partnership with her husband and carry on business as one 
of a firm; second, she may contract with her husband in reference to 
her separate estate upon this basis. The Judge proceeded: “I am un- 
able to see the distinction between the contract which a married woman 
enters into with her husband, under which he manages her separate 
estate or business as her agent, and a contract of partnership, which is 
nothing more than a mutual agency by each in reference to the common 
business of both.” Under the common law married women had not the 
power to bargain, sell, assign and transfer their property or to carry on 
any trade or business, but only to labor on their sole and separate ac- 
counts, the wages earned belonging to her husband. The Judge ex- 
pressed the opinion that by the second section of the Act of 1860 the 
Legislature intended to confer the power on married women to do these 
three things. In his conclusion Judge Brown finds that the New York 
State courts have settled the question that a wife may not only contract 
a co-partnership with a person other than her husband, and carry on busi- 
ness as a member of such firm, but that with regard to her separate es- 
tate she may contract with her husband the same as if she were a femme 
sole ; and it consequently follows that husband and wife have the cap- 
acity to form a co-partnership to carry on a trade or business, and that 
such contracts, made by such firm, are enforceable against the separate 
estate of the wife. The precise point at issue in this case was whether 
the promissory note given by the firm composed of Kinney and his wife 
could be enforced against the separate estate of the latter. The decision 
of Judge Brown was in the affirmative. The question has never been 
before the Court of Appeals, nor been acted upon by the General Term 
of the Supreme Court. A decision having been rendered formerly by 
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another upon this identical question at Special Term, and diametrically 
opposed to that of Judge Brown, the law on the point will remain in a 
condition of uncertainty until the Court of Appeals shall have had oc- 
casion to settle it finally. 





9 


ECONOMIC NOTES. 


SEIGNIORAGE ON SILVER COINAGE. 


Arising from seigniorage on silver coinage, there were in the coinage 
mints at the close of the fiscal year moneys amounting to $1,177,444.70, 
known as the Silver Profit Fund, which had not been deposited in the 
Treasury. 

The seigniorage on the coinage of silver dollars during the fiscal year 
was $4,355,278.84, and on subsidiary silver coined at Philadelphia, $10,- 
197.61—a total for the year of $4,365,476.45. Of this amount, the sum 
of $67,554.71 was paid for expenses incurred in the distribution of the 
coin ($63,064.25 being paid the express companies, and $4,354.56 for 
bags, bagging, &c., and $135.90 for telegraphing. 

The sum of $20,879.38 from the same fund was used to reimburse the 
loss arising from the silver wastage of the operative departments, and 
the loss on the sale of silver in sweeps during the year, corresponding 
the canenany between their assay value and the amount realized from 
their sale. 

The sum of $5,329,120.99 was covered into the Treasury of the United 
States, leaving a balance at the coinage mints on June 30, 1885, of $725,- 
366.07. 

The distribution of this balance at the close of the fiscal year among 
the coinage mints was as follows: 





Ps tcctcacaknidiasieesacestaceeen ents $ 230,823 17 
EERE OL TT Oe wipe nial 25,587 22 
ge | PPT Titer  apinnientedsevendawea 31,045 56 
I ne shell tb ea cabs at Sedna tnd wr Wea ences eal 437,910 12 

RA his tse:cheia hi ch sacalinicinoaahdtieen ie tcek ndaceainaibines coed $ 725,366 07 


The above statement, as approved by this Bureau, was verified by 
actual count by representatives fromthe Department. Of the above bal- 
ance, the portion at Philadelphia and at New Orleans has since been 
covered into the Treasury. The amount at Carson and San Francisco 
has been retained in order to meet the expense of distributing the stock 
of silver dollars now stored at those mints. 

As shown by preceding reports of the Director of the Mint, as well 
as by the accounts of the coinage mints on file in the Office of the 
Register of the Treasury, the seigniorage on silver on hand at the coin- 
age mints on Ist July, 1878—the beginning of the fiscal year following 
the passage of the “ Act authorizing the coinage of the standard silver 
dollar,” amounted to $424,725.47. The seigniorage since that date up to 
June 30, 1885, on the coinage of silver has amounted to $25,338,389.97. 
Adding the sum of $9,237.54, refunded by Adams Express Company for 
over-charges, and $4,560.30, surplus bullion and adjustment of silver 
values carried to the credit of the “Silver Profit Fund,” makes a total 
of silver profits to be accounted for of $25,776,91 3.28. 
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Of this amount, $483,778.23 has been paid, as provided by law, for ex- 
penses connected with the distribution of these coins exclusively, and 
$170,950.15 used to reimburse wastages and losses on the sale of sweeps 
incurred in connection with the coinage of the silver dollar. The net 
profits for the seven years, including the balance in the mints on Ist 
July, 1878, thus aggregate $25,122,184.9o0. 

Of this amount, $24,396,818.83 was covered into the Treasury of the 
United States prior to the close of the last fiscal year, and the balance, 
$725,366.07, was in the coinage mints at the latter date. Of this latter 
amount, $668,733.29, being the balance as stated above, at the mints at 
Philadelphia and at New Orleans, has since been deposited in the Treas- 
ury.—Mint Report, 1885. 


COST OF COINAGE AT THE MINTS. 


In the Appendix will be found tables showing the coinage executed 
at each of the mints during the fiscal years 1884 and 1885, with the 
total cost for labor and materials, giving the average cost per piece. In 
arriving at the cost per piece of the coinage of the Mint at Philadel- 
phia, there have been deducted from the number of pieces coined 40,- 
571,962 bronze cents struck in 1884 at an estimated cost of $20,000, and 
17,571,070 struck in 1885 at a cost of some $15,000 (which is about the 
estimate of the Superintendent of the Mint at Philadelphia), for the 
reason that the planchets for this coinage are purchased. The cost of 
coinage, therefore, is principally the cost of striking. 

From these tables it appears that the cost of coining each piece above 
the denomination of one cent at the Mint at Philadelphia was, for the 
year 1884, 1.30 cent, and for 1885, 1.89 cent. At the Mint at San Francisco 
the cost for 1884 was 4.37 cents, and for 1885, 5.80 cents; at the Mint 
at New Orleans, for 1884, 1.55 cent, and for 1885, 1.49 cent; and at the 
Mint at Carson, for 1884, 7.28 cents, and for 1885, 9.13 cents. 

It is proper to state, however, that the coinage executed at the Mint 
at Philadelphia included over 15,000,000 five and three-cent nickel 
pieces in 1884, and over 7,000,000 in 1885, the cost of coining which is 
considerably less than that of executing gold and silver pieces.—/znt 
Report. 





POSTAL SAVINGS BANKS FOR THE UNITED STATES. 


In 1871 Postmaster-General Cresswell recommended the establish- 
ment of postal savings depositories in connection with the United States 
post offices, and two years later he discussed the subject very fully in his 
annual report. Several of his successors have renewed his recommenda- 
tion with great earnestness. Hon. Thomas L. James, after referring to 
and highly approving of these recommendations, said: “It 1s my earnest 
conviction that a system of this description, if adopted, would inure, 
more than almost any other measure of public importance, to the benefit 
of the working people of the United States.” In 1873 Hon. Horace 
Maynard brought before Congress a bill to establish a National savings 
depository, but no action was taken. Since then a number of efforts 
have been made to induce Congress to enact the necessary legislation. 
The latest of these efforts was made in 1882, under the leadership of Mr. 
Lacey, whose report from the Committee on Post Offices and Post 
Roads contains valuable information and suggestions on the subject. 
The bill which Mr. Lacy introduced, and which has recently been 
strongly indorsed by the State Charities Aid Association of New York, 
and other advocates of postal savings banks, provided that none but 
money-order offices should receive deposits; that no single deposit 
should be less than ten cents or more than one hundred dollars ; that 
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no one person should deposit more than one hundred dollars within 
thirtv days, or have at any time more than five hundred dollars to his 
credit; and that interest at two per cent. should be paid on all sums 
over three dollars and multiples of one dollar, beginning the first of the 
month following the deposit, and stopping the last of the month preced- 
ing the withdrawal.—Popular Sczence Monthly. 


POSTAL SAVINGS BANKS IN GREAT BRITAIN. 


It is generally agreed that a system of savings institutions that would 
be easily accessible to the people throughout the country, give them ab- 
solute security for their small savings, and repay deposits at short notice, 
would, even if the rate of fnterest were very low, be a great convenience 
to many people in every community, and a great encouragement to 
economy and thrift among working men and people of small incomes. 
There are many who think that postal savings banks similar to those 
which have been in successful operation in Europe and in the British 
colonies for a number of years would furnish just the sort of facilities 
for saving that are needed in this country. Many Americans know 
something of the working of the postal savings banks in England, where 
they have been in operation since 1861. Ae, 

There are now upward of 7,800 of the post offices in the United King- 
dom open, commonly from nine in the morning until six, and on Satur- 
day until nine, in the evening, for the receipt and repayment of deposits. 
One shilling is the smallest sum that can be deposited. The Govern- 
ment has, however, recently issued blank forms with spaces for twelve 
penny postage stamps, and will receive one ot these forms with twelve 
stamps affixed as a deposit. This plan was suggested by the desire to 
encourage habits of saving among children, and by the success of penny 
banks in connection with schools and mechanics’ institutes. No one 
can deposit more than £30 in one year, or have to his credit more than 
£150, exclusive of interest. When principal and interest together 
amount to £200, interest ceases until the amount has been reduced be- 
low £200. Interest at two-and-a-half per cent. is paid, beginning the 
first of the month following the deposit and stopping the last of the 
month preceding the withdrawal, but no interest is paid on any sum that 
is less than a pound, or not a multiple of a pound. The interest is added 
to the principal on the 31st of December of each year.— Popular Sczence 
Monthly. - 


THE COST OF GOVERNING EUROPE. 


Mr. Lewis Appleton has just published a carefully-considered article 
in which he deals with the national expenditures of all European coun- 
tries, including such small ones as Montenegro, Denmark, Greece, and 
Servia. The information, which he gives in a tabulated form, reveals 
the astounding fact that the total annual expenditure in Europe on its 
armies and navies amounts to the astonishingly large sum of $917,509,- 
985. The largest annual expenditure is by Russia, the amount being 
$230,512,500. France comes next, with $168,653,915, and for the same 
purpose there are expended by Great Britain and Ireland $155,603,775— 
a good third. Compared with this, the expenditure of the others, even 
Germany, considering the magnitude of the army which that nation has 
to support, looks very small. | 

The expenditure of the German Empire on its army and navy amounts 
to $113,123,745. Austria, including Hungary, spends on its armies and 
navies $67,068,975. Italy spends a little over $60,000,000. The remainder 
are smaller, being, Spain, $31,250,000 ; Turkey, $27,500,000, and Holland, 
$17,500,000. 
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Large though the expenditure on the armies and navies of all these 
countries be, the amount required for the payment of the interest on 
the debts of these countries is still larger, reaching the extraordinary 
amount of $1,037,159,175. France has the largest debt of all, the amount 
being $4,800,000,000, involving the annual payment for interest of $272,- 
500,000. On the $3,790,000,000 of debt on the British Empire, almost 
$1 50,000,000 is being paid annually as interest. The debt of Russia is of 
less amount, being $3,017,500,000, involving the annual payment for in- 
terest of $165,000,000. Germany, with its $1,500,000,000 of debt, pays 
only for interest $67,500,000. The total amount of the national debt for 
all European countries reaches the astonishingefigure of $23,021,500,000. 
—London Standard. 

GOLD DIGGERS ON THE AMOOR. 

A Siberian semi-official paper gives some interesting particulars of the 
community which has lately sprung up on the south of the Amoor, in the 
district where gold has been found in such abundance that the name 
Asiatic California has been given it. The place is practically an almost in- 
accessible desert, without roads or paths; it is well beyond the Russian 
frontiers, and it would seem that until the middle of last winter the Chi- 
nese were quite ignorant that a gold mine had been found on their terri- 
tory. The diggers, who are largely composed of American and Austra- 
lian miners and recruits from the diamond fields, soon found the neces- 
sity of establishing order, and they have constituted a sort of demo- 
cratic republic. The gold field is at present divided into 22 small 
districts, over each of which two elected chiefs preside, a judge and an 
overseer, whose duty it is to compose all differences which may arise 
among the diggers, and to inflict moderate punishments for anv offences. 
A general president controls this body of judges and overseers; he is 
chosen by general suffrage from among the diggers, and he is charged 
with the task of conducting any business which may arise with the Rus- 
sian or Chinese administrations of the Amoor districts. The decision 
of all matters of grave importance is reserved to a general assembly of 
all the diggers, and this assembly is empowered to expel any one from 
the mines, to depose the president, and to inflict capital punishment. 
The president has a salary of 400 rubles a month, or about $56; the 
Overseers and judges have salaries of half this amount. A direct tax 
on all places of amusement and liquor saloons constitutes the -fiscal in- 
come of the commonwealth. There are about 150 such places in the 
district, and the receipts of.each vary from 200 to 4oo rubles a day. 
Each place pays a monthly tax of 25 rubles. A Russian official has 
been stationed by the authorities of Eastern Siberia in the district, and 
he has purchased a large quantity of the gold obtained by the diggers, 
at the rate of 3.40 rubles the “solotnik’”’ (equal to 4.3 grammes), or 
nearly at the rate of £45 the troy pound. The amount purchased to 
the beginning of summer amounted to 66 “ poods,” or over 2,600 pounds. 
When the Chinese authorities learned that a gold mine had been discov- 
ered within their borders, they took steps to assert their rights, and sent 
a small detachment of troops. The diggers tried to buy them off, offer- 
ing first four pounds, then eight pounds of gold. Then a force of 10,000 
men was sent from Manchooria, the intention being to attack the dig- 
gers as soon as the ice began to break up on the Amoor, and they could 
no longer escape by the river into Russian territory. Had they done 
this there would have been much bloodshed, for the diggers are well 
armed and very determined, and, as discoverers, consider they have an 
absolute property in the diggings. Possibly Russia would have found 
in the cenfusion an excuse for intervention in a district which she must 
greatly regret is not within her own borders. 

















INQUIRIES OF CORRESPONDENTS. 


INQUIRIES OF CORRESPONDENTS. 


I. COMPUTATION OF TIME. 

Will you kindly give your opinion as to when the following notes are due ? 

Note dated Nov. 30, 1885, and payable three months after date; note dated 
November 30, 1885, and payable two months after date ; note dated Feb. 28, 1836, 
and payable one month after date, including grace in each case. 

REPLY.—November 30, 1885—3 months: February 28—March 3, 1886. 

November 30, 1885—2 months: January 30—February 2, 1886. 
February 28, 1886—1 month: March 28—March 31, 1886. 

See Daniel on Negotiable Instruments $$ 624,625, BANKER’s MAGAZINE, 

Vol. 34, 573, January 188o. 


Il. MORTGAGES AND PLEDGES TO NATIONAL BANKS. 


Have National banks a right to take as collateral security, notes secured by 
mortgage on real estate? For example: We loan one of our customers, whose ow 
note we consider good, asum of money, and he gives as additional security, a note 
and a mortgage of another party as collateral. Or, if we consider a loan we have 
made not as well secured as we like, and we take in addition to other names on his 
original note, a note of his with mortgage on real estate. Do you consider either 
transaction legal? Or, can we take Government bonds, or any good bonds, as col- 
lateral to good notes? 

RepLy.—Our correspondent appears to think there may be a distinction 
between a mortgage made directly to a bank, and one made, in the first 
instance, to a third person and assigned by him to the bank to hold as 
collateral security for another debt. It is a distinction without any substan- 
tial difference. See Matthews v. Skinner, 62 Mo. 329; Fowler v. Scully, 72 
Penn. 456; Fridley v. Bowen, 87 Ill. 151; Crocker v. Whitney, 71 N. Y. 
151. However good the inquirer may consider his customer’s note, he is 
evidently willing to take additional coliateral security from him, and, should 
his customer’s note prove worthless, would, no doubt, attempt to enforce the 
security. Zhen, the question would arise as to the validity of the bank’s 
title to the land under the mortgage; and it is too plain for further dis- 
cussion that it is the same thing under the law, whether the bank holds a 
mortgage as the original mortgage, or by assignment from another. The 
Bank Act, U. S. R. S. § 5,137, provides that a National bank may hold 
‘“such real estate as shall be mortgaged to it in good faith by way of se- 
curity for debts previously contracted ;” and furnishes in plain language the 
test by which the legality of the transaction is to be judged. The law looks 
to the substance of the transaction, and says that a Naticnal bank shall 
not lend money on mortgages of real estate, but may take a mortgage 
‘in good faith” to secure a loan previously made. If a mortgage is taken 
at the time a loan is made, it would be an idle and foolish excuse to say 
that the bank ‘‘ considers” the borrower’s own note sufficient security for the 
debt, and therefore, that the law has not been violated; or, that the mort- 
gage is a valid and legal security in its hands, because the bank is well 
secured already. 
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While it is well settled, however, that a National bank has no right, under 
the law, to lend money on mortgages of real estate, it is now equally well 
settled that a mortgage so taken is valid in the hands of the bank, and 
may be enforced by it against the land. National Bank v. Matthews 98 
U. S. 621. This leaves the question of whether the law has been violated 
in any particular instance, one solely between the Treasury Department and 
the bank. The Bank Act gives the Comptroller of the Currency very full 
powers to commence proceedings against a bank in any case where the law 
has been disregarded, to forfeit its charter; and the Supreme Court of the 
United States has said, in the case cited, that this is the only way open, 
under the law, of punishing a National bank for this particular violation of 
it. We had supposed the law on this subject was now well understood by 
all bankers. | 

The right of a National bank to take pledges of stocks and bonds of all 
kinds, as security for loans, has never, as far as we know, been seriously 
disputed. At any rate, the right is beyond question. See Morse on Banking, 
' p. 558, and cases cited. 


III. Duty or AGENT FOR COLLECTION. 


Ist Jones, in New York, owes me $1,500; when amount becomes due I draw 
draw on him at sight for the amount, and give the draft to my bank for collection. 
The draft is held in New York by the correspondents of my bank, to accommodate 
the drawee. Meanwhile drawee fails. Is not my bank here responsible for the 
amount, having failed to collect the draft nor inform me of refusal of party to 

ay? 
2d. I store 200 bags of almonds in warehouse ; sell the almonds to Smith, and 
give him an order for the goods. When Smith wishes to take delivery of almonds, 
warehouseman informs him that he has only 195 bags, five bags having been de- 
voured by rats. Proprietor of warehouse refuses to reimburse me for property de- 
stroyed, claiming that he is not responsible for loss sustained in that way. I claim 
that he is bound to deliver 200 bags. Who must suffer the loss? _ 

REPLY.—({1) We think it is. According to the rule laid down in Daniel on Ne- 
gotiable Instruments, §§ 327, 330, it was the duty of the New York correspondent 
to take the appropriate steps necessary to the prompt payment of the draft by mak- 
ing presentment for payment without delay, and, if the draft was not paid, by giv- 
ing due notice of dishonor to the party who indorsed the draft to it for collection ; 
and, if it failed in any of these duties, as it plainly did, it became immediately 
liable in damages to the inquirer as the owner of the draft. That the forwarding 
bank is responsible to the inquirer for the acts of its New York correspondent is 
now well settled. xchange National Bank v. Third National Bank, 112 U. S. 
276; BANKER’S MAGAZINE, vol. 39, p. 611—February 1885. 

(2) Judge Story says, in his work on Bailments, that warehousemen ‘‘ are bound 
only to taken common and reasonable care of the commodity intrusted to their 
charge. If, therefore the commodity is injured or destroyed by rats while ‘in the 
custody of a warehouseman, he is not responsible, if he has exercised ordinary 
care in preserving it.’”’ Story on Bailments, § 444, and cases cited. 
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BOOK NOTICES. 


Railroad Transportation—TIts History and Its Laws. By ARTHUR T. HAD- 
LEY, Commissioner of Labor Statistics in the State of Connecticut, 
and Instructor in Political Science, in Yale College. New York and 
London: G. P. Putnam’s Sons. 1885. | 

This is a much-needed book. Notwithstanding the magnitude of the rail- 
road interest, the attention given to it by the daily press, its prominence in 
legislation, the books pertaining to the subject are very few. The reports of 
railroad commissioners, of course, are not included in this statement. Beside 
these, some reports and pamphlets have appeared, relating principally to the 
question of transportation, and the excellent works of Messrs. Kirkman and 
Adams. 

These, however, almost complete the list for this country. A few years ago 
the Pennsylvania Railroad published a history of its marvelous growth, but we 
believe that no other railroad has imitated the example. Of foreign railroad 
systems, elaborate works in various languages exist; while we have been con- 
tent to act without putting much in print on this important subject. Mr. 
Hadley’s book is excellent, as far as it goes, but we need much more, and 
trust that this is only the introduction. He is amply qualified for the task, 
and what he has given to us whets our appetite for a fuller presentation of 
several of the great questions relating to railroad transportation. A _ large 
portion of the book is devoted to a description of European railroad systems, 
and all this is valuable in the way of comparison, and of* showing more 
clearly wherein improvements can be made. In so brief a space it was quite 
impossible to give more than a faint outline of our railroad history, yet, this 
is needful to solve many of the existing questions. Are general railroad 
laws desirable? If we knew not the mischief they corrected, we should be 
pretty sure to condemn them, for the evil consequences they have caused are 
very great. The same remark might be applied to the different principles 
adopted from time to time, regulating the rates for transporting freight. 

The author shows as much candor as intelligence in dealing with his diffi- 
cult theme. This is a needful quality, especially in a book of this kind. 
Mr. Hadley is desirous of finding the truth, and of deducing sound conclu- 
sions. It is in marked contrast, in this regard, with most of the crude, preju- 
diced ideas of newspaper writers. It is therefore an exceedingly useful book, 
and cannot be too highly commended. 


The Study of Political Economy—Hints to Students and Teachers. By J. 
LAURENCE LAUGHLIN, Assistant Professor of Political Economy in 
Harvard University. New York: D. Appleton & Co. 1885. 

The purpose of this book is well set forth in the preface. It is ‘‘due 
to an attempt to convey by lectures to students, an understanding of the 
position which political economy holds in regard, not merely to its actual 
usefulness for every citizen, but to its disciplinary power, and to the quali- 


































= esteenhnernnb Gare en are-ahog ctamaigpaconinareenp inde cna uri iocoaieeane Sete ee ee . — —— 
















544 THE BANKER’S MAGAZINE. January, 


ties of mind which are necessary for success in the study.” By avoiding as 
far as possible all technical language, the author has sought to make the 
inquiry useful to any general reader of intelligence who might be interested 
to know how to study political economy. The book contains five chapters, 
in which the following matters are considered: the increased interest in 
economics caused by the civil war; the character and disciplinary power of 
the study; its relations to the law, ministry and journalism; and the meth- 
ods of teaching it. The volume is well written, and will doubtless serve a 


useful purpose. 


The History of Bimetallism in the United States. By J. LAURENCE LAUGH- 
LIN, Assistant Professor of Political Economy, in Harvard University. 
New York: D. Appleton & Co. 1886. 


This work is divided into three parts. The first part treats of the history 
of the coinage and use of silver, from 1792 to 1873; the second part, the 
recent fall in the value of that metal; and the third, the silver legislation 
since 1873, closing with a description of the present situation The author 
has traveled over a well-worn field, and might, we think, have more profit- 
ably employed his time in another way. In the work of Mr. George M. 
Weston, though written from a different point of view, is a much deeper 
and wider insight into the matter, indeed, there has been but little added 
since, on either side, except of a historical nature. Congress knows well 
enough the general facts pertaining to the coinage and use of silver in this 
country, and all the arguments for and against the continued use of this metal. 
If the matter were not one of vital interest to silver producers, we do not 
think that body would be much troubled over a solution of the question. The 
author gives the following account of the transition that has been going on 
since the resumption of specie payment in January, 1879, in the gold reserve. 
At that time the gold reserve was about $133,000,000, ‘‘ but since 1878, the 
issue of silver dollars which are receivable for customs, just to the extent 
to which they are used by importers instead of gold, has cut off the channel 
by which the Government is enabled to supply itself with gold, and since 
1881 the gold reserve in the Treasury has been steadily diminishing So 
that now, as more and more silver has been put out by the Treasury, a large 
part of the sums paid in for customs duties is in silver instead of gold. 
And, inasmuch as the United States has hitherto paid the principal and inter- 
erest of all its obligations in gold, it will be found that while the Treasury 
pays out gold, the supply with which it can pay is becoming gradually and 
constantly less. It is only a question of time, therefore, when the specie 
reserve of the United States shall be changed from gold to silver to an 
extent which will force the Secretary to pay in silver. . . . So soon as 
any depreciation is manifest, the silver will begin to drive out the gold from 
circulation. We shall then have reached a silver basis, and our prices will 
be changed to suit the silver standard. In the existing state of trade so 
stupid a policy cannot be too harshly condemned. 
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Digest of Laws Governing the Issue of Municipal Bonds. Published by S. A. 
Kean & Co., bankers, successors to Preston, Kean & Co., Chicago. 
1885. 

This is a useful publication. The work is intended for investors, and if 
the digest of the investment laws herein given be accurate, as we presume 
it is, investors will find it of much worth. The banking-house by whom it 
is published has acquired an excellent reputation as a prudent investor. For 
nearly twenty-five years it has been engaged in this business, and no one. 
has yet lost anything through its advice or action. No doubt much of its 
success can be ascribed to a thorough knowledge of the laws relating to the 
numerous obligations that have been issued. In numberless cases investors 
have parted with their money without knowing much about what they are 
getting. To such persons this book or the house issuing it would have 
saved them from many a loss. 
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THE depositors of the Bank of Buffalo, New York, now number fourteen 
hundred, and their deposits aggregate a grand total of $3,250,000. 


48 EO 

Boston —Mr. Walter B. Adams has withdrawn from the firm of C. H. Venner 

& Co., and will organize a new banking and brokerage house during this 
month. 


SOMETIMES IT FAILS.—A man giving the name of James Atwood vainly en- 
deavored recently to swindle the International Bank of Chicago to the amount of 
$184,000 by means of a forged draft. 


MEssrs. KOUNTZE BROTHERS, bankers, of this city, have secured an attach- 
ment against the property of the City Bank of Houston, Texas (which recently 
suspended), in this State, in proceedings brought in the Supreme Court to recover 
$7,000 on two promissory notes which the bank indorsed. 


A SENSIBLE Move.—A bill has been laid before the French Senate to punish by 
imprisonment from one to five years, and a fine of from 16f. to 3,000 f.—exclusive 
of damages that may be awarded—forgeries of signatures on works of painting, 
sculpture, drawing, music, or other art productions. The dealer who shall know- 
ingly traffic in such spurious works will be liable to the same punishment. 


KILLED BY MISTAKE.—Earl S. Gillett, aged about 58 years, and cashier of the 
National Mohawk River Bank of Fonda since its organization in 1856, died at 
Fonda about 7 o’clock on December 14th, from a dose of aconite given him by his 
wife in mistake for his usual medicine. He left the bank at 4 o’clock and was 
about to take tea at 5.30 when he asked for his medicine, with the above result. 


SILVER COINAGE.—A bill has been introduced in the Senate by Senator 
McPherson, of New Jersey, in relation to the coinage of the standard silver dol- 
lar. It provides that the portion of the Act of February 28, 1878, entitled ‘‘ An 
Act to authorize the coinage of the standard silver dollar, and to restore its legal- 
tender character,” which authorizes and compels the Secretary of the Treasury to 
purchase from time to time silver bullion, at the market price thereof, to the amount 
of not less than $2,000,000 worth nor more than $4,000,000 worth per month, and 
cause the same to be coined into standard dollars as fast as purchased, shall be 
suspended. : 


35 
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THE CAPITAL STOCK OF NATIONAL BANKsS.—Congressman Adams, of Illinois, 
has introduced a bill in the House of Representatives permitting National banks to 
increase their capital stock at any time and to any extent, sanctioned by two-thirds 
vote of the directors and the permission of the Comptroller of the Currency. The 
bill also anthorizes National banks to change their name or location under the same 
restrictions, provided that no release is thus obtained from any obligations. 


CHANGE OF FIRM.—As noticed in our columns elsewhere, the banking firm of 
Lamprecht, Hayes & Co. has just been succeeded by W. J. Hayes & Sons, who 
will assume the deposits and all assets and liabilities. Mr. W. J. Hayes, of the 
Cleveland Rolling Mill Company, is so well known that comment is unnecessary 
here; suffice it to say that the business will receive his careful attention. Mr. H. 
E. Hayes has been closely identified with the old concern since its organization, 
and will contribute to the succeeding firm a valuable experience.— Cleveland (Ohio) 
Leader. 


A POINT SETTLED.—The some-time pending suit of Miss Ellen King against 
Drexel, Morgan & Co., to recover $2,000 as the value of two United States cou- 
pon bonds, terminated on the 23d of December, before Judge Sedgwick anda 
jury, in favor of defendants. The litigation is the sequel to a robbery of ten 
United States $1,000 bonds, $19,000 in currency, and $1,000 in gold, which oc- 
curred in Vesey Street, August 3d, 1878. The bonds and money had been kept in 
a satchel which, in some way, was removed from the plaintiff’s house on the night 
in question. All efforts to discover the robbers were fruitless. April 18, 1881, 
two of the bonds passed into the possession of defendants. They had been sold 
in the open market in London, and in the regular course of business the bankers 
became possessed of them. Justice Sedgwick said that, as the evidence showed 
that the bankers had obtained the bonds from a firm in I.ondon, who had pur- 
chased them for value, they are entitled to keep possession of them, and the plaintiff 
cannot recover. 


ANOTHER MAGNIFICENT BUILDING FOR CHICAGO.—The Central Safety Deposit 
Company has leased from the city of Chicago the lot on the southeast corner of La 
Salle and Adams streets, in the immediate vicinity of the new Board of Trade, for 
99 years, free of taxes, at an annual rent of $35,000, and upon this is to be erected 
a building costing $1,000,000, and probably one of the largest in the city. The 
$1,000,000 has all been subscribed. About three quarters of the capital is from 
Chicago, and the rest from Eastern cities. The lot is 177 by 188 feet, and the 
structure to be erected upon it will be 10 stories high, have about 700 rooms, and 
hold ordinarily about 2,500 persons. The materials will be granite, brick, and 
terra-cotta, and the building will be used for safe deposit vaults, offices, and stores. 
The plan for the first floor provides for a great arcade, comprising 60 stores, which 
can be thrown into one system. By the terms of the lease the building, which is to 
be finished by May 1, 1887, will revert to the city when the lease runs out. The 
city bought the lot in 1852 for $8,750. 


MASSACHUSETTS SAVINGS BANKs.—Nothing could better show the prosperity of 
the people of Massachusetts than the report of the Savings Banks Commissioners, 
just issued. The following figures, culled therefrom, show the condition gf the 
people’s savings : 

The assets of the Savings banks are $287,059,676, and the amount of interest 
paid last year was $13,869,466. The items of increase over last year are: Num- 
ber of open accounts, 22,779; amount of deposits, $12,278,265.96 ; number of 
deposits, 45,254; amount of same, $634,561.67; public funds, $2,445,201.06 ; 
bank stock, $300.086.81 ; loans on bank stock, $11,585.28 ; deposits in banks bear- 
ing interest, $3,841,777.82 ; railroad bonds, $2 319,622.12; invested in real estate, 
$17,012.44; loans on mortgages on real estate, $6 226,892.17; cash on hand, 
$613,008.97. Aggregate amount of the earnings, $294,418.67 ; amount of ordi- 
nary dividends, $406,947.66 ; number of outstanding loans not exeeeding $3,000 
each, 2,208; amount of same, $986,001.12 ; amount of withdrawals, $894,372.44. 
There has been a decrease in the following: Number of accounts closed, 11,926; 
real estate by foreclosure, $660,987.27 ; loans to counties, cities or towns, $1,229,- 
548.17 ; loans on personal security, $414,931.98. 
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A SUCCESSFUL SOUTHERN BANK.—The First National Bank of Charleston, 
South Carolina, is one of the most successful banking institutions in the South. 
Its president, Mr. Andrew Simonds, who is so well known as to need no further 
mention, has recently shown his faith in the First National (the corporate existence 
of which has been extended by the Comptroller of the Currency for twenty years, 
from December 11th, 1885), by purchasing one thousand shares of the stock at 
$250 per share. Dr. Simonds, therefore, now controls two-thirds of the shares. 
Mr. Andrew Simonds, jr., son of the president, has recently been elected vice- 
president, and Mr. Henry I. Green has been made assistant cashier. They are 
authorized by the board of Directors, by resolution, ‘‘ to sign all contracts, checks, 
drafts, certificates, receipts, or other papers requiring the signature of the president. 
or cashier or both, also the circulating notes of the Bank.” 

The figures for the surplus and undivided profits of the First National Bank of 
Charleston are quite imposing, being $450,000. 


RAISING MONEY BY CHECKS DRAWN ON A FICTITIOUS BANKING-HOUSE.— 
The particulars of what is believed to be a swindling scheme of large proportions 
have just come to light at Toledo, Ohio. It seems that one day, lately, a smooth-faced 
man, about twenty-five years of age, called at a local printing ofg§ce and had some 
checks printed, bearing the firm name of C. B. Bennett & Co., bafikers, purporting 
to be of that city. On note-heads the names of the partners were given as E. L. 
Furbish and F. H. Sterling. Those parties are all fictitious, and the banking-house 
of C. B. Bennett & Co. does not and never did exist in Toledo. 

The First National Bank received two of these checks from two different banks 
in Louisville, Ky. The Second National Bank also received one of the checks 
from a bank at New Albany, Ind. These three checks were for $300 each, and all 
were signed by J. A. Denton, and payable to him. It is thought that the so-called 
Denton has an accomplice in Toledo, who. in response to telegrams, certified to the 
existence of the firm. The affair is being investigated. 


TONS OF GOLD AND SILVER.—The new vault which has been constructed in 
the Assay Office in this city was, on December 2oth, taken possession of by the 
superintendent, who immediately set his employees at work stowing away tons of 
gold and silver within the capacious inclosure. The heavy bricks of the precious 
metals were piled upon trucks and wheeled into the vault, where they were arranged 
in tiers. The walls of this vault are composed of five alternate layers of iron and 
steel. The structure is 22 feet long, 18 feet wide, and 9g feet in height. We calcu- 
late that it is of sufficient capacity to hold all of the gold and silver that we shall 
ever have to put into it at atime. As the steel used in the walls is chilled, and the 
layers firmly bolted together, it would be practically impossible for burglars to effect 
an entrance. At least, with the best appliances known to cracksmen, 12 hours 
would be required to penetrate the walls ; and it is not to be supposed the rascals 
can ever have that length of time for uninterrupted work. The door of the vault is 
furnished with time locks, and cannot be unlocked except in business hours. 


THE PRESTON BANK OF DeTrRoIT.—The Preston Bank of Detroit, Mich., is 
dispiaying commendable enterprise in adding to its Banking-house a safety deposit 
vault, which merits more than a passing mention. It is to be the handiwork of 
Hall’s Safe and Lock Co., of Cincinnati, Ohio, which fact is a guarantee in itself 
that the vault will be a creditable piece of safety deposit architecture. The vault is to 
have walls three inches thick on the outside, with a concrete six-inch wall and regu- 
lar steel jail cage. It is to contain 2,500 compartments of different sizes. The 
windows of the room in which it will stand will be protected by bars one and a 
quarter inch thick, made of drill-proof chrome steel, with an additional protection 
of steel shutters with port holes. The shutters will be so arranged that they can 
be closed from the inside, so that in case of an attack from a mob the vault would 
be to all intents and purposes an impregnable fortress which could be defended 
successfully by a very small garrison. The entrance arches to the room in which 
the vault is placed will. be protected by a steel breastwork one and a-half inches 
thick, and will be as absolute a security as there is in the United States. Directly 
below the room occupied by the vault is a fireproof room for storage. The cost of 
the improvements mentioned will be about $25,000. 
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Str. Louis.—The record of the Fifth National Bank of St. Louis, Mo., from the 
date of its organization, affords gratifying evidence of healthy progress, brought 
about mainly by the strict observance on the part of its management of the true princi- 
ples of sound banking. At the close of its first year of business, the Fifth National 
had met with such success and encouragement that it was enabled to increase its 
capital one hundred thousand dollars, so that it now has $300,000 paid-up capital. 
Its business has shown a constant improvement from the start, and in spite of the 
universal depression consequent upon the panicky feeling of May, 1884, and the 
resultant diminution of confidence in all circles, the deposits of the Fifth National 
are greater in the aggregate than they were prior to the period of depression. ‘The 
bank has been steadily adding to its surplus—which is now above the legal require- 
ments—besides paying regular dividends to its stockholders Its officers have made 
it a pleasure for those transacting business with the bank, and in the matter of col- 
lections from other cities have frequently sent telegrams about the business to the 
patrons of the bank as an accommodation, even when they were not required to doso, 
in the strict performance of their duty. To the prompt attention given to all busi- 
ness entrusted to the bank, and the uniform courtesy of its officers to all those de- 
siring to transact business with it, the prosperity of the Fifth National is no doubt 
largely attributable. This goes to show that red-tapeism is not an inseparable con- 
comitant of succes@ul and sound banking. 


THE BROKEN SHACKAMAXON BANK.—The Schackamaxon Bank, of Philadel- 
phia, failed last summer because of an overdraft of $47,000 on account of its presi- 
dent. C. P. Milligan, the paying teller, has recently told on oath how the directors 
divided up the money on the day of suspension. The directors held a meeting at 
the bank on the morning of the day of suspension, and reassembled at about 
3 P.M. 

‘*T closed the door of the bank about 3 Pp. M.”’ said Mr. Milligan. ‘‘* Mr. Gal- 
bert gave me a check for $4,000 before he went up stairs to the meeting, and said: 
‘] will get the money when I come down stairs.’ The watchman put Galbert’s 
money ina bag. Mr. Galbert got his money after the meeting. He handed back 
the check for $4,000 and gave me one for $3,000. He would not carry the money 
out the front way, but directed me to tell the watchman to take it out the back way, 
over to Front street. Mr. Galbert and Mr. Wistler went out the front way. Mr. 
McCartney gave me his check at about 6 p. M. I gave him his money in silver. 
He directed the watchman to take it to his (the watchman’s) house, saying that he 
(Mr. McCartney) would call for it the next morning. Mr. Judge gave me his check 
before he went upstairs to the meeting. Mr. Rose gave me his check after the 
Board adjourned from the afternoon meeting. Mr. Peters gave me his check about 
8 or g P. M. on the Thursday before the suspension. Mr. Rose asked me to come 
over to his house at 9 P. M., saying that the directors were to hold a meeting there. 
Mr. Peters gave me his check for $200 in his store. We both went to the bank, 
and I put the check on the file. I gave him the money in silver.” 


To BuILD uP A FORTUNE IN NEW YORK.—Among the business men who 
have recently come to make New York their home is William N. Riddle, late presi- 
dent of the Penn Bank of Pittsburgh, the millionaire and philanthropist of the 
Smoky City. His name will readily be recalled as the defendant in the great case 
lately tried there, in which he was acquitted and the costs thrown upon the prose- 
cutors. <A reporter of the New York 77éumne found him recently in the office of 
his counsel, ex-Judge G. M. Curtis. The man who made a million dollars in bank- 
ing in ten years, gave away a quarter of it in charity, and lost the rest in trying to 
save the largest bank in Pittsburgh, is not more than forty years old. 

‘*'Yes,” Mr. Riddle said, on being questioned, ‘‘ 1 am transplanting. I have 
left Pittsburgh, and am beginning my business life here anew. I am going to make 
another fortune I have fixed up a place down in Wall street, am going into the 
exchanges, and shall take a hand in new corporations, in the formation of com- 
panies, the sale of commercial paper, etc.”’ 

Being asked the condition of the Penn Bank litigations, the ex-president said : 
‘* Why, I was acquitted, you know, when it was found that, instead of defrauding 
the bank, I had put {my whole fortune into it in the vain effort to save it. Then 
the depositors sued the directors for $6,000,000, and the suit is awaiting trial. I 
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have a heap of friends in Pittsburgh, and I shall try here to make myself useful in 
the community where I may live.” Inquiry about his will, which the Pittsburgh 
papers have been discussing, brought the reply, with a laugh: ‘‘ I am a sort of 
crank on the charity question. I am a bachelor, requiring only $5,000 a year to 
live on, and I have generally given away about five times that sum. When I was 
rich I made my will, bequeathing everything to charities—to schools, colleges, hos- 
pitals, libraries, retreats of various sorts—but it all went into the chasm caused by 
the speculation of the directors during my illness and absence. That will isn’t good 
for much now, but—who knows ?—now that my health is given back to me, I feel 
as if I could do anything! I have been very pleasantly received in New York.” 


Boston.—At the monthly meeting of the Trade Club, held at Young’s Hotel, 
December 2d, Colonel Daniel Needham, ex-Bank-examiner, Mr. Curry, State Sav- 
ings Bank Commissioner and Mr. J. W. Magruder, National Bank Examiner for 
Boston, were present as guests. After the dinner, President Darling made a brief 
address, in which he outlined the topic of discussion for the evening, and then in- 
troduced, as the first speaker, Colonel Needham. He gave his experience as a 
bank director in 1844, when it was considered a great thing to be such an officer. 
Then the stockholders attended the meetings, and the business men always tried to 
get on the right side of the director. In those times, particularly in country banks, 
we knew the standing of every man in the community. A man could not get his 
paper discounted in any bank outside of his district without creating suspicion. 
Now-a-days the note broker comes in, and the borrower does not come in direct con- 
tact with the officers of the bank. Let a man, who twenty years ago made a for- 
tune, embark into the same business now-a-days, and he is sure to go to the wall. 
Business must be done on the business principles of to-day, not of to-morrow or 
yesterday. I do not know that there are any more failures to-day, in proportion to 
the amount of capital invested, than there were in former years. There are no 
such panics as there were, and we can safely say that the country is firmer and 
more stable from its bitter financial experiences. Let us go back to the time when 
this nation resumed specie payments on January I, 1879. At that time it was an 
absolute impossibility, logically, for the nation to resume specie payment, but the 
enterprising men were determined that it should be done. and it was done. And 
how was it brought about? By the nations of the Old World, through necessity, 
coming in and giving us their coin for the products of our soil. I do not know 
what will become of our labor strikes; they look very formidable. I think the men 
engaged in these movements lack intelligence. Let the employer and employee 
come together, and discuss what each can do for the other, and then you have the 
American idea. 

Mr. Curry was the next speaker. The Savings bank, he said, is a most demo- 
cratic institution. ‘The Massachusetts system was founded in the following man- 
ner: A philanthropic gentleman suggested that the poor man should be aided, 
not by giving alms, but by encouraging habits of thrift and economy. In 1816 
the first legislation in this State as regards Savings banks was enacted, and the 
Provident Institution for Savings was chartered. The deposits of the Savings 
banks in Massachusetts to-day amount to more than $200,000,000, with an average 
of $160 to each depositor. The number of depositors of $50 or less are 300,000, 
and the whole number 850,000, of whom 400 000 are females. The investment of 
deposits is an important matter—first, that the securities should be good, and at 
the same time yield a profitable return to the depositor; and, second, it is of 
vital importance to the Commonwealth that the Savings banks should be kept in ex- 
istence. These banks are not only beneficial in a financial way, but in an educa- 
tional point of view as well. They teach the great mass of our foreign population 
to acquire habits of thrift and to learn to take care of their money. Strange as it 
may seem, there are only a few States in which Savings banks are successful. In 
the New England States they are rapidly accumulating. 

Mr. Magruder, Examiner of the National Banks of Boston, was introduced by 
the president He answered several questions, propounded by the members, on the 
New York weekly bank statement, how it was made up and classified. The dis- 
ussion was continued by other gentlemen. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 


( Monthly List, continued from December No., page 471.) 


State. Place and Capital. Bank or Banker. Cashier and N. Y. Correspondent, 

ARK.... Marianna...... Lee County Bank (Julius Lesser) Irving National Bank, 

CoL.... Meeker........ J. W. Hugus & Co....... Kountze Bros, 
ass PRs oc ccnce Peeet Deetsemel Heee..... (<= = «sv eeevesccess 
Po. 7. een Fh. = ———étn wwe wc ces 

e .. Ellendale...... Bank of Ellendale....... Fourth National Bank, 

© ec BEOWRR ic. . 00s. BOCUTIY TORE... ccscccse United States National Bank. 


D. C.... Washington.... Nat’] B’k of Washington. American Exch, National Bank. 
$ 200,000 Edward Temple, /r. Chas. A. James, Cas. 


ee Chas. Kozminski & Co... Knauth, Nachod & Kuhne. 
© 6a I, CE ED Cc cccceck (| twtr ween 
M . Gibson City.... H. C. McClure & Sons... American Exch. National Bank, 
is ac EE weccewcces Farmers’B’k(J.D.Maben) en eeveseeees 
O° fe ctanek Bank of Decatur......... Chemical National Bank. 
# .,. Council Bluffs.. Councll Bluffs Nat. Bank,  —s. wr cs ee ee wees 
$ 100,000 A. C. Burnham, /r. J. N. Brown, Cas. 
© <P cccscs ou Commnaecial a Gilman, Son & Co, 
. T. Pearson, Pr. J. D. Nash, Cas. 
w .,, Sioux City..... Union ph & Trust Co Hanover National Bank. 
$ 100,000 Geo. L. Joy, Pr. E. R. Smith, Sec. 
» .. Webster City. Farmers’ National Bank... —=—_—>_—__nnaeeecccees 
$ 50,000 J. W. Mattice, Pr. H. A. Miller, Cas. 
© 66 WOE, cosece The Valley Bank (N. D., Thurman) E. S. Kintner, Cas. 
KANSAS. Ames,......... a eS Fine ne eee National Bank of the Republic. 
$ 30 W. P. Rice, Pr. E. K. Streeter, Cas. 
»  .. Blue nee... ~~ <- - | Peery TTT rT TT Te 
25,000 I. J. Brook, Pr. H. M. Brook, Cas. 
W . Earleton....... Bank of Earleton........ National Bank of Commerce. 
H. L. Freeman, Cas. 
ree -.. Mecchnnte: Se First National Bank. 


$ 50 . O. Ray, Pr. H. R. Honey, Cas. 
#  ,,. Garden City... . Bank of Western Kansas. National Bank of the Republic. 


$ 50 I. R. Holmes, Py. T. M. Dickey, Cas. 
» .. Glen Elder. — of Glen Elder...... First National Bank. 
$15, 000 M. P. Westfall, Pr. B. S. Westfall, Cas. 
w .. Glen Elder..... Citizens’ Bank........... United States National Bank. 
« .. Grainfield...... First Bank of Grainfield.. Hanover National Bank. 
10,000 Theo. H. Brown, /r, Frank L. Brown, Cas. 
# ., Kenneth...... . Sheridan Co. B’k (Dow & Morrison) Bank of America. 
S <a cnncawens Central State Bank....... Chemical National Bank. 
John E. Gilmore, Cas, 
© .« Norwith....cce Norwich Bank.. iocereeeuwe Continental National Bank. 
(W.W. Robbins & Co.) eee eee eeee 
©. -cp RN ccccceced dg Gr TO TTT Tey 
Sam’1 C. Marshall, Pr. Will. M. Marshall, Cas. 
Bs SR ene ncue Cordley & Young........ § «ss eeees. 
MENGE. ss COs ccccccsecs ETE, scnccaes«sbenee Hanover National Bank. 
o  eeiac« <x Bank of St. Louis........ Mercantile National Bank. 
(Frank G. Kneeland) jj = — eeeeccevvece 
MINN... Winona........ Winona Savings Bank.... = =«§«-—-_—_ caecnccceces 
Wm. Windom, Pr. F. A. Rising, Cas. 
Miss.... Vicksburg...... Merchants’ Nat’! Bank... Mechanics’ National Bank. 
$ 100,000 O. C. Wills, Pr. W. S. Jones, Cas. 
oe Pe icsnccans Bank of Macon,.......... National Bank of Commerce. 
$ 25,000 Duston Adams, Pr. B. Zick, Cas. 


gece sees People’s Bank........... Kountze Bros 
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State.  Placeand Capital, Bank or Banker. Cashier and N. Y. Correspondent. 
Nes.... Ashland....... Amer. Leen THC.  _-s—_«d=iéiéwO euevene 
$ 250,000 O. M. Carter, Pr. D. D. Cooley, 77. 
u . Biue Bi.....- First National Bank...... Chemical National Bank. 
$ 50,000 Christian Koehler, Pr. Henry G. Koehler, Cas. 
“ . eer Dem GF TRG ..c0. cccces Chemical National Bank. 
Pt gn FP re ee 
$ 50,000 Patrick Fahy, Pr. E. S. Kelly, Cas. 
u . Pawnee City . Nebraska State Bank..... United States National Bank. 
50,000 Wm. C. Henry, /r. J. F. Stiegemeier, Cas. 
" . Raymond...... Raymond Bank.......... Chemical National Bank. 
N.H.. . Manchester.... New HampshireTrust Co.  ... ........ 
Jas. A. Weston, Pr. H. D. Upton, 77. 
N. Y.... Tompkinsville.. Bank of Staten Island.... ss... ce eee eee 
N. C.... Asheville ...... First National Bank..... National Park Bank, 
$ 100,000 Wm. E. Breece, Pr. W. H. Penland, Ass’¢t Cas. 
Oesso... MamOw...ccces Crafts, Hine & Co....... Mercantile National Bank. 
One... Postiemd,...... Commercial Netiomeime. -« i scccecsccces 
$100,000 David P. Thompson, /r. R. L. Durham, (as. 
errr Philadelphia... Tenth National Bank..... = = = ...csccceeee 
$ 200,000 John K, Cuming, /r. Richard H. Rushton. 
“ . PeibeGenpein.. Fiemme & Page......-:: $$$ «—«-«-«_ ewaececccces 
" . Tarentum...... pS 0 ee Hanover National Bank. 
S. ©... ARBOVHER...00. National B’k of Abbeville. National Park Bank. 
$ 50,000 A. B. Wardlaw, Pr. Benj. S. Barnwell, Cas. 
TENN... Chattanooga... City Savings Bank....... Kountze Bros. 
R. B. Hillas, Pr. Chas. E. Stivers, Cas. 
“ . Maryville....... Bank of Maryville........ Chemica! National Bank. 
$ 50,000 P. Mason Bartlett, Pr. Jos. Burger, Cas. 
- . Nashville...... Mechanics’ Sav’gs & T. Co. 


Wyo. 





$50,000 Chas, P. Masterson, Pr. T. B. Wallace, jr. 





W.TER. Tacoma........ Pacific National Bank.... _ National Bank of the Republic. 


.. Cheyenne...... Cheyenne National Bank. Hanover National Bank. 
$100,000 Nathaniel R. Davis, Pr. John W. Collins, Cas. 
. Sundance...... Stebbins, Fox & Co...... Kountze Bros. 
ee 


OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 
(Continued from December No., page 471.) 
No. Name and Place. President, Cashier Capital, 
3416 Cheyenne National Bank,....... Nathaniel R. Davis, 
Cheyenne, Wyo. John W. Collins, $ 100,000 
3417 Pacific National Bank.......... Chas. P. Masterson, 
Tacoma, WASH. TER. T. B. Wallace, Jr., 50,000 
3418 First National Bank............ Wm. E. Breese, 
Asheville, N. C. W. H. Penland, Ass’¢, 100,000 
3419 First National Bank............. Christian Koehler, 
Blue Hill, NEB. H. G. Koehler, 50,000 
3420 Farmers’ National Bank........ J. W. Mattice, 
Webster City, Iowa, H. A. Miller, 50,000 
3421 National Bank of............... A. B. Wardlaw, 
Abbeville, S. C. « Benj. S. Barnwell, 50,000 
3422 Commercial National Bank...... David P. Thompson, 
Portland, ORE. R. L. Durham, 100,000 
3423 Tenth National Bank........... John K, Cuming, 
Philadelphia, Pa. Richard H. Rushton, 200,000 
3424 First National Bank............ Patrick Fahy, 
O’ Neill, NEB. E. S. Kelly, 50,000 
3425 National Bank of............... Edward Temple, 
Washington, D. C. Chas. A. James, 200,000 
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PRESIDENT AND CASHIER 
(Monthly List, continued from December No. page 472.) 





Bank and place. Elected. ln place of 

Pn Po eMicccee i -esdbesees 

N. Y. City.—Seaboard Nat’l Bank.. Ed. G. lg "Asst Cas. ene 
Dak.... Hillsboro National go fa e Pe Toei ss ° Sbeueees 
Hillsboro. Jas. E. Hyde, Ass’t Cas... cee eee 

»  .. Blackhills Nat. B’k, Rapid City James Haft, V. Pr......  ........ 

u . First Nat’l Bank, Sioux Falls.. R. J. Wells, Pr.......... J. B. Young. 
ae First Nat’l Bank, Bloomington. G. W. Funk, V. Pr...... 0 wee eee 

u John Weedman Nat’! Bank. 

° : T. K. Weedman, V.. 2 
Farmer City. , e eee ——  @*e @eeeee 
w . Third National Bank, L. A. Trowbridge, Cas.. W. T. Wallis. 
Rockford. | Geo. C. Spafford, As. Cas.L. A. Trowbridge. 
u . Winnebego National Bank, W. T. Robertson, V. Pr. M, Starr. 
Rockford. } Chandler Starr, Cas. .... W. 1. Robertson. 
Kan.... First Nat’l Bank, Anthony.... O. F. Casteen, Ass’? Cas. —s_.... . we ee 

M . Garden City B’k, Garden City. C. F. M. Niles, Pr....... J. W. Rush. 
Ky..... Louisville City N.B., Louisville M. R. Wheat, 2@ V. Pr... ss... ae 
Bdh cc eitt Germania Nat. Bk, New Orleans T. Prudhomme, /7...... Jules Cassard.* 
Micu... Second National Bank, Pr Po Pe = =6—lgetleeewe 

Owosso. | McE. Miner, Ass’¢ Cas... sc acccces 
ail 
Minn... National Bank yy t H. H. Thayer, Ass’¢ Cas. F. Slocum. 
Miss...- First National Bank, | P. month, Fr... S. T. Barnett. 
Pitino: t Thomas Mount, "C4AS..... W.S. Jones. 
. E. E. Brown, Pr.. . J. R. Richards. 
COE: . <A, } K K. K. Hayden, Cas...... L. C. Richards. 
x # Alexander, tis . .. ‘needeeks 
Geo. F. Chalender, /v... L. Huning. 
RS ERE )E Edmund H. Smith, V. Pr. J. Bell. 
ss . S. Strickler, As. =  § “see<enwe 
N. Y.... Exchange National Bank, me WW. Maree, FF...2000 C. V. B. Barse* 
Olean. } F, L. Bartlett, Cas...... M. W. Barse. 

. - National Mohawk ee J. L. Hees, Acting Cas. E. S. Gillett.* 

« .,. Schenectady B’k, Schenectady.. W.G. Schermerhorn,Cas, W. L. Goodrich. 

M . United Nat’! Bank, Troy...... Jo Ta. TONGS, Ces... 02000 G. H. Perry. 

u . First Nat’l Bank, Waterloo . «Bie Sie TE, FF 6 cn cine M. D. Mercer.* 
Oun10... Commercial Bank, Cincinnati.. W. H. Campbell, Cas.... W. N. King. 
err Capital National Bank, Salem. A. A. McCully, V. Pr... ge ee 
ee Northampton Co N.B., Easton Thomas T. Miller, Pr... C. Lawall. 

w , First National Bank, Erie...... William Spencer, /v.... J. C. Spencer.* 

w .. Mer. & Man’rs N.B., Pittsburgh E. M. Ferguson, Pr.... Reuben Miller. 
R. I.... People’s Sav. B’k, Providence.. John G. Massie, 77..... A. C. Howard. 

, , Thee. Pinter, £¥ 2.0000: N. Baxter, Jr. 
TENN... First National Bank, , J: re Williams, Fed beces T. Plater. 
Nashville. | 7 W. Grantland, Cas. J. P. Williams. 
TEx.... State National Bank, Austin.. ale Hancock, Cas..... E. T. Eggleston. 
W. Va. Charleston National Bank, | C. P. Mead, Pr......... G. S. Couch. 
Chagleston. | W. B. Seaton, Cas...... C. P. Mead. 


.. Mer. N.B. of W.Va., Clarksburg Nathan Goff, Jr., Pr..... 
. Union Nat. Bank, La Crosse.. 


M. Anderson, V. Pr.... 


* Deceased 








CHANGES, DISSOLUTIONS, ETC. 


CHANGES, DISSOLUTIONS, ETC. 
(Monthly List, continued from December No., page 473.) 
D. C. .. Washington.... Bank of Washington ; now National Bank of Washington. 


ILL..... Metamora...... Metamora B’k (J. W. Page & Co.) ; now Peter & Schutzen, 
proprietors. : 
w .. White Hall.... White Hall Banking Association ; now White Hall Bank. 
InD..... Evansville. .... Bement, Gilbert & Co. ; about to discontinue business. 


Iowa... Council Bluffs... owa State Savings Institution; about to merge into the 
Council Bluffs National Bank. 


S 2a: Biss carson First National Bank; purchased by Citizens’ Bank. 
w .. Morrison....... B’k of Morrison (Raymond & Allison) ; succeeded by Grundy 
w .. Webster City.. Farmers’ Bank (Miller & Mattice) ; now Farmers’ Nat. Bank. 
County National Bank, of Grundy Centre. 
lccees Elizabethtown... Harris, Polk & Co.; suspended. 
Mass... Clinton........ Lancaster National Bank; closed December 31. 
BRIG... AGTTNM. cce case T. J. Tobey & Co. ; now Howell, Baker & Co. 
MINN.., Lake City...... First National Benk ; suspended. 
Mo. .... Ashland........ Farmers’ Bank ; liquidating. 
w .. Montrose...... H. 8S. Marvin & Co.; now Bank of Montrose. 
w _.. Mound City.... Mound City B’k (Zook & Thomas) ; now John S. Smith, pro. 
NEB.... Blue Hill...... Webster Co. Bank ; succeeded by First National. 
a ee O’Neill State Bank ; now First National Bank. 
le es 2 RS ocewes Dow, Short & Co. ; suspended. 
Ounl10,.. Cleveland.... . Lamprecht, Hayes & Co. ; dissolved and established two dif- 


ferent firms; Lamprecht, Bros. & Co. and W. J. 
Hayes & Sons. 
w  .. Orrville........ Farmers’ Bank; closed. 
TEXAS.. Houston....... City Bank of Houston ; Receiver appointed. 


Wyo... Rock Springs . Miners and Stock Growers’ Bank ; closed. 





9 
* 
9 


A RECENT BonD CALL.—A bond call—the first since September 26, 1883—was 
made on December 29 by the Secretary of the Treasury. About thirty days’ notice 
is given, so that the call will mature February 1, 1886, and thereafter. The 
amount—$10,000,000, with interest to that date—will be payable, and made a 
charge against the coin reserve of the Treasury. Since December Ist there has been 
an increase in the surplus of about $7,000,000, so that the available cash balance, 
exclusive of the $100,000,000 set apart as reserve for the redemption of legal-tender 
notes, and the $28,000,000 of minor coins, which are classified as ‘‘ unavailable 
assets,” is now nearly $70,000,000. Under the methods of keeping the Treasury 
books prior to the advent of Treasurer Jordan, this balance would be $199,000,- 
000, and on January Ist is certain to exceed $200,000,000. The Treasury gold 
not covered by certificates is $147,000,000, an increase of $1,000,000 since De- 
cember 1st. The Treasury always loses gold early in January by the payment of 
interest on four-per-cent. and Pacific Railway bonds. This obligation requires 
about nine million dollars, but usually the Treasury regains most of the amount 
thus disbursed before the middle of the month. 
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NOTES ON THE MONEY MARKET. 


NOTES ON THE MONEY MARKET. 


A FINANCIAL AND COMMERCIAL REVIEW. 


December is the dullest month of the year in wholesale trade, under or- 
dinary conditions, while it is the most active in the retail branch of almost 
all staples. As a whole, the sales have held good only, in fact, the past 
month. The wholesale branch of the iron trade has been unusually active 
this year, while the retail dry-goods trade, of this city, at least, have not 
been up to the average of the season, even if it has. been as good as it 
was a year ago. September was a better retail as well as wholesale month 
in dry-goods, compared with other years, than the month of December. The 
reason is obvious. The September trade was largely with out-of-town people, 
who visited New York in unusual numbers this year, as well as wholesale 
buyers from all over the country. The slack holiday trade is due to the 
fact that the improvement in business which has been felt most in all the 
manufacturing centers has not reached the commercial centers nor the finan- 
cial or speculative classes, except in Wall Street. All other middlemen have 
been doing less business this Fall than a year ago, as we are exporting less 
of everything, except corn and securities. Hence, the majority of people in 
this city, outside of stock exchange and manufacturing circles, have less 
money to spend than a year ago. Capitalists and mill workingmen, as a rule, 
are better off than a year ago, but the commercial laborer and the great 
middle classes are not. It is upon these that the dry-goods, as well as all 
other merchants, must depend for good trade. Without as much demand 
from this source as a year ago, it is plain, therefore, why the holiday trade 
has been disappointing this year. 

The improvement in business has not, as yet, become general, and it has 
not lasted long enough, when it has set in, to put their increased profits or 
earnings into circulation The late idle mills that are now running, have 
‘ not begun to pay dividends, and their employees have not yet paid up the 
debts incurred during idleness, so as to be able to spend more than for the 
necessities of life. The railroads are earning more since a restoration of 
rates, but the earnings have not yet found their way into stockholders’ pockets 
in the shape of dividends. All this will come in time. But it has not 
come yet, and this is why people have been disappointed in the results of 
this Fall’s trade. It is not a discouraging sign, however. It is natural, in- 
stead of artifical, as some expected. There was no condition on which a 
speculative boom could be maintained, had it been started in legitimate trade 
as it was by speculators and railroad managers in Wall Street. It has been 
pointed out often here that this period of recovery would not and could not 
be marked by the wild speculation of 1878 to 1881. The conditions did 
not exist. Hence, when the late boom in stocks was carried beyond the 
point of a natural reaction from an undue depression, it was time and again 
declared that the advance had been carried far enough, and could be forced 
no further, until legitimate trade in all branches had participated in the im- 
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provement, by which railroad stocks were expected to be sustained at their 

enhanced values. It was clear that, to hold the advance since July, the 

roads of the country must earn more and pay greater dividends. To do this 
they must carry more freight, or get higher rates for what they did carry, 

As a rule, there was not sufficient activity in general trade to increase earn- 
ings materially on the volume of traffic. Hence, rates were raised to obtain 
the necessary increase. But these rates are checking the movement now, be- 
cause the staples of commerce are not in demand for export, and are too 
low to pay any additional tax to the railroads. Therefore, the advance in 
rates is curtailing earnings again. It is utterly impossible to bull stocks on 
such a baseless position, when the present prices even are maintained on the 
anticipation, rather than the realization of increased earnings. Manipulation 
alone can carry them higher now, as the public has practically been out of 
the market since the death of Mr. Vanderbilt, and act like staying out till 
general business gets better. A further advance in stocks now, therefore, 
would be at the expense and to the great detriment of all the legitimate busi- 
ness interests of the country. 

People who look for a boom again, as in 1878 to 1881, will look in vain. 
He who discounts one will find that he has discounted moonbeams. During 
our last recovery we were masters of the grain and provision trade of the 
world, and Europe took our immense surplus from four consecutive large 
crops at high prices. Now Europe will take very little of anything but our 
corn, and only at very low prices. She is now master of the situation, with 
India the great factor, both in supply and price. Now we have as abnor- 
mally small exports and low prices, simultaneously, as we then had enormous 
exports and high prices. Conditions are exactly reversed, and with a ven- 
geance that threatens to stamp out the ‘‘ booms” and ‘‘ boomers” of specula- 
tion, by which this sad change has been wrought in every business interest 
in the country. Legitimate business was killed by speculators. It will be 
strange if legitimate business does not now revenge itself on the late au- 
thors of its ruin. 

Whether we can ever get our export trade back again, is a question. We 
lately showed in this article that, by the system of option-dealing in grain 
in this country, we pay Europe an average premium of 6 cents per bushel 
to buy her wheat in every other market of the world instead of here. Cali- 
fornia is included with the rest of the world, as it has not yet gone into 
gambling with wheat. It would seem that, to recover the export trade 
of the Atlantic States, we must abolish this premium on futures. To do 
that, however, is to kill option-trading, and to kill that, ends gambling with 
grain, and all the vast army of speculators would have to go west, and raise 
wheat instead of gamble in it. The same is true of provisions, corn, wheat, 
cotton and petroleum. These are our chief export staples, and this is the 
cause of our loss of exports and of railroad earnings and slow return of 
general improvement, in which the manufacturing interests are leading the 
commercial now, instead of the reverse, as from 1878 to 1880. 

The only alternative to stopping option dealings, to recover our export 
trade, would seem to be to turn our attention in the direction it is now 
called—to manufactures—and export the goods instead of the raw materials, 
and thus increase our national wealth in a two-fold greater ratio than ever. 
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This, indeed, would seem to be the new and the true policy of this coun- 
try hereafter, as it is doubtful if we can ever again compete successfully 
with Indian cheap land and labor in raising wheat. We may hold our 
own in corn culture and in raising live stock. But aside from these two 
staples, it looks as if we had lost our supremacy in the export trade for ever. 
That we shall become the great manufacturing country of the world, however, 
and make a home market for all the wheat and cotton we can raise, and ex- 
port the product instead of these raw materials, is no doubt among the 
probabilities the future. 

One present cause of speculation may in another decade prove to have 
been a blessing in disguise, to compel us to put away the boyish things of 
our national youth, and to take up occupations of older civilizations. 

The stock market for December has been subjected to a pretty severe test 
of the strength of the combination that took it in hand last July, and en- 
gineered the reorganizations to a successful issue, on which the advance since 
has been predicted. The key-stone of that gigantic speculative and railway 
administrative arch was suddenly and entirely unexpectedly knocked out of 
its place by the death of Mr. Vanderbilt. Yet the cement of self-interest 
and preservation in which its corner stone was laid, was so strong that it 
held every brick in the vague structure in place, while the pressure of the 
interests that were supported by it were so great as to close the break in 
the arch without the displacement of a stone. The wisdom of builders was 
never more thoroughly demonstrated. Never was so great a work consum- 
mated, nor so severely tested, nor so thoroughly fitted to its purpose as to 
withstand not only the expected but also the unexpected. Hence the stock 
market stood like a rock, when the rock upon which it stood was suddenly 
removed. It is true that a check was given to the bull movement that has 
not yet been recovered from, and the market reacted on free realizations 
for a few days, but advanced afterwards to almost the highest point. It is 
safe to venture, that had Mr. Vanderbilt’s death been preceded by a danger- 
ous and protracted sickness, the stock market would have suffered far worse. 
Indeed, had anyone been asked the probable effect of his death on the 
market a week before it occurred, he would have predicted a panic, as the 
whole bull movement in stocks since last July rested on him and his mil- 
lions. Without him it never could have been accomplished or even under- 
taken, when the concentrated control of so many millions was necessary. 
The greatest work of his life was his last, and he left the business and 
especially the railroad interests of this country a legacy as great as to his 
heirs. Anyone who doubts this has only to take the stock exchange values 
of June last and those on the day before his death, or now, and credit 
him with the difference. Here is an answer to the popular charges of the 
injury done the public by the vast wealth Mr. Vanderbilt controlled. While 
it was a source of danger, and would have been an active and intolerable 
source of apprehension in the hands of a reckless or unscrupulous man, it 
was really a source of wealth to the public whose wealth he created and 
increased and protected, in creating, increasing and protecting his own. 
Never was this so wonderfully illustrated as in this last and greatest act of 
his life. Still, the fact remains that such a vast power in single hands is 
a menace to the public welfare, and should never be encouraged. That we 
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have escaped now was due to the goodness of Mr. Vanderbilt’s heart. He 
was a creator, a builder up and not a robber and puller down of what 
others had created and built up. He made the lion’s share and did not 
hesitate to take it and keep it. But under the present distribution of the 
profits of capital and labor he was as much entitled to it as any other 
employer of labor at the same wages. Indeed, he paid men more than many 
other corporations, as shown by less trouble with his men. 

At the same time he has been a most wholesome check upon the rapacity 
of other millionaires, whose fortunes were made by pulling down and appro- 
priating other people’s property. In fact, he has been the only power which 
such have feared or respected for many years. They could buy legislatures, 
corrupt courts and officers of the law and subsidize the press. But they could 
not get Mr. Vanderbilt to join their schemes of plunder, and they dare not 
oppose him. The most disastrous illustration of the effects of such opposition 
was the last, in which his rivals in the control of the stock market undertook 
to stem the tide of his last great bull movement on their belief in their own 
power to upset any trunk line combination that did not first obtain their 
co-operation. So far from this were the views of Mr. Vanderbilt, that he 
treated them with entire indifference, and, in fact, consummated the greatest 
railway combination in history, without these rivals even knowing of it until 
he publicly announced it, after a 10 per cent advance in his stocks, of which 
these parties were short. After fighting the advance up 15 per cent., and 
throwing all their own long stocks of other corporations on the market to 
break it, and failing to check the Vanderbilt boom, they covered at a heavy 
loss and retired from the struggle with several millions less before Mr. Van- 
derbilt’s death, leaving him in supreme control. 

Investors and owners of railroad property, therefore, owe him for more 
than one deliverance from the sharks of the Stock Exchange. He was the 
great dam of conservatism in the market, and in finances that could always 
be counted on the side of the public, when the floods of panic broke over 
the Street. That he has left such an estate so that it will do the most 
good, in a money point of view, to his properties and to his heirs, and the 
least ill to the public is apparent to anyone who has read his admirable 
business disposition of so many millions. No further proof of this is needed 
than the manner in which the stock market withstood the shock of his death, 
at such an important and unexpected crisis, for which his foresight had so 
perfectly provided. These extended comments have been made here and now, 
because the whole fabric of the stock market, and the near future of our 
entire railway system depends upon the ability of his successors to consum- 
mate his great plans, and to sustain the enhanced values depending thereon. 
There is no danger from this source, since the greatest danger, as we have 
shown, has been passed, in his death. While his plans have been so well 
arranged that they will carry themselves out, since they are continued in the 
hands he had placed them for safe-keeping before his death. The tribute here 
paid to Mr. Vanderbilt, as a man, is deserved; and the least that can be 
done is to accord to him in death the justice which popular prejudice re- 
fused him in life—his immense power to do the public harm, which most 
men believed he so used, because smaller millionaires did. 

The stock market may be regarded in a safe position, therefore, although, 
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as stated in the last article, there is nothing to warrant any further advance until 
the other branches of the country’s business have improved, too, as well as 
the earnings of the railroads. To advance rates further would be to prevent 
any such improvement, and check the present light movement of produce, even 
at the lowest prices of the depression. The sterling exchange advance to gold 
exporting point and a few small shipments were but temporary, and rather 
for effect on stocks than genuine. The possibility exists, however, of exporting 
gold so long as our exports remain at the lowest ebb in years, and imports 
continue. Indeed, we would have been doing it before had not Europe been 
buying our railway securities so freely since last summer. Since Vanderbilt’s 
death this demand has fallen off materially, and hence the possibility of the 
advance in exchange Next to the silver trouble, this loss of exports is the 
most serious one in the way of good times. Were the trouble for one crop 
only and temporary it would not be so serious. But this tendency has ex- 
isted for three years and is going from bad to worse, until it is doubtful 
if we can get back what we have lost. Cotton is selling two cents per Ib. 
nearly below a year ago. Yet we are not exporting any amount, because 
India and Egypt are supplying it at less. 

Hence stocks are piling up here until there are 200,000 bales more at the 
ports than a year ago, 40,000 of which excess over last year is in New York. 
Though so low, European markets are still lower. The same is true of 
wheat, which was king from 1878 to 1881, as cotton was before the war. 
At the same time, our visible supply on the Atlantic seaboard is several 
millions of bushels larger than a year ago, notwithstanding a shorter crop 
than in 1881. Short crops and low prices cannot bring prosperity to a coun- 
try that depends upon agriculture as we do 

Here is the black spot in the horizon of improved business prospects, and 
the bulls in Wall Street may find this speck, no larger than a man’s hand, 
grow into another storm like that they have just gotten over, if they under- 
take to monopolize all the benefits of the railroads, of the improved busi- 
ness of the country. Conditions now are just reversed in the produce 
markets from what they were in 1878 to 1881, when our last good years 
occurred. Our export trade then brought the good times. Now the good 
times, or something else, will have to bring the export trade back again 
before we can be truly and permanently prosperous. How this can be done 
is the great question we have to solve. India can raise wheat cheaper than 
we. So too can she and Egypt raise cotton cheaper. We still hold the lead 
in corn, and are invading Europe with our shipments of fresh beef, with 
which English and French sources cannot compete. It may be that these 
two staples offer the only profitable export field we have left, while we can 
still manufacture wheat into flour and ship it. Speculation, however, was 
what drove this export trade away in wheat and cotton, by artificial prices 
and premiums on options, and it may drive away our corn trade too. We 
have no ‘‘ option” business in live stock yet. But it is by no means certain 
that the gambling necessities of our people will not yet establish ‘‘ futures” 
in cattle and hogs and sheep. At all events, the abolition of what killed 
our wheat and cotton exports originally, and brought India into the field, 
namely, options, would help to restore that trade, by doing away with premiums on 
futures and false values. Petroleum exports are affected in the same way 
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and Russia is developing competition that is growing yearly. It may yet be 
found an absolute necessity of legitimate commerce to abolish all speculation 
in its staples, and all dealings for future delivery, except for actual use or 
shipment. It would certainly be a great gain to the country if the vast 
army of gamblers in produce and their servants and retainers and brokers 
could be employed in some productive business instead of in one that only 
eats up both the producer and consumer without returning any equivalent 
whatever to them or to the community. If we are going to give up busi- 
ness and turn into a nation of gamblers then we are all right now. If we 
are going to remain in business it may be found necessary to turn the 
gamblers out. 
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The reports of the New York Clearing-house returns compare as follows: 


1885. Loans. Specie. Legal Tenders. Deposits. Circulation. Surplus. 
Dec. 5.. $338,514,100 . $91,581,100 . $29,014,300 . $377,635,200 . $ 10,095,200 . $ 26,187,200 
‘¢ 12.. 338,726,800 . 94,019,500 . 29,069,300 . 378,121,800 . 10,082,500 . 28,558,350 
*€ §19-+ 3379574300 . 92,818,100 . 28,305,200 - 377,502,000 . 10,005,700 . 26,747,800 


*¢ 26.. 336,938,300 . 90,988,200 . 27,212,700 . 373,953,000 . 9,924,400 . 24,712,650 

The Boston bank statement is as follows: 

1885. Loans Specte Legal lenders Deposits. Circulation, 
Nov. 28 ... --- $156,277,900 .-.- $9,163,200 .... $5,101,900 ..-. $116,344,300 .... $ 21,617,700 
Dec. 5 ...-.. 1559448,900 .... 9,237,600 .... 4,527,000 .. . 116,075,600 .... 21,605,000 

©  Bcccstvdee 154,450,100 .... 9,748,600 ... 4,290,500 .... 114,257,900 .... 21,441,000 

oa oTrer 154,140,100 .... 10,140,400 .. . 4,184,100 .... 112,632,300 ... 21,271,800 

7 i sees 153,045,900 .... 10,371,000 .... 4,247,900 .... 112,846,600 .... 21,131,600 

The Clearing-house exhibit of the Philadelphia banks is as annexed : 

1885. Loans Reserves Deposits. Circulation. 
Dec. 5....++ ++ $82,280,800 pees $ 29,246,800 --. $87,123 200 none $ 7,436,500 

oe 82,673.700 oar 27,720,300 .... 84,905,900 —— 7,421,500 

YP Ci dewanes 83,198,100 ne 27,075;100—...... 85,088,000 sas 79413,500 

Gs see cans 83,749.500 or 26,572,200 ..6. 84,751,600 vues 7:392,500 
ee 
DEATHS. 


CASSARD.—On December 12, aged sixty-three years, JULES CASSARD, Presi- 
dent of the Germania National Bank, New Orleans, La. 

CiLapp.—On December 22, aged forty-seven years, BENJAMIN D. CLAPP, 
Cashier of the First National Bank, Plattsburgh, N. Y. 

GILLETT.—On December 14, aged fifty-eight years, EARL S. GILLETT, Cashier 
of the National Mohawk River Bank, Fonda, N. Y. 

Gorr.—On November 27, aged eighty-eight years, NATHAN GoFrF, President 
of the Merchants’ National Bank of West Virginia, Clarksburg, Va. 

HiLtt.—On November 21, aged eighty-four years, ELISHA HILL, of the Ex- 
change Bank of E. Hill & Sons, Colon, Mich. 

LowEN.—On December 27, aged seventy-three years, WILLIAM LOWEN, 
Treasurer of the Sag Harbor Savings Bank, Sag Harbor, N. Y. 

MARQUAND.—On December 22, aged thirty-one years, FREDERICK ALEX. 
MARQUAND, of the firm Marquand & Parmly, New York City. 

WoopruFF.—On November 21, aged eighty years, GEORGE C. WoopRUFF, 
President of the Litchfield Savings Society, Litchfield, Conn. 








